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PUBLISHED FOR AMERICA’S AUTOMOBILE AND TRUCK DEALERS 


TAKING STOCK 
OF THE CHANGING 
USED-CAR MARKET 


Rustler. 


In the 1800's, rustlers often tricked 
ranchers out of their horses by 
changing the brand. Today the same 
trick is being used to rip off auto- 
mobile dealers. And all the modern 
desperado needs is a license to steal. 

Car thefts like these are called 
trick and device. And no insurance 
company offers you more protection 
from the modern-day rustler than 
Universal Underwriters. 

Most policies offer coverage when 
someone tricks you out of one of 
your autos. Universal’s broader 


coverage includes rental and loaner 

cars, customers’ autos, and automo- 

biles on consignment to you. Plus, 

complete protection when you're 

tricked into buying a stolen car. So no 

matter who takes advantage of 

your dealership, you're covered. } 

Automatically. 
Trick and device. It’s just one more 

reason why Universal Underwriters 

has the most complete dealership 

coverage money can buy. Call toll- 

free 1-800-821-7803 today for more 

details. Ask for Marsha Thompson. 


Universal Underwriters Insurance Company 
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5115 Oak Street, Kansas City, MO 64112 
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| “If You're Not Sober, Pull Over” 


A killer is loose on our streets and 
- highways: the drunk driver. Two 
out of three drivers killed each 
year on our highways have alcohol 
_in their blood. In spite of this stag- 


gering statistic, not much has 


been done to stop drunk driving. 
Most drunk drivers are never even 
arrested; those who are prosecuted 
are rarely punished i in proportion 
_ to the crime. . 

Until now. 

There is a new mood sweeping 
the country. More people are 
speaking out about the dangers of 


drunk driving and the urgent need | 


to take swift action to deter it. The 


sentiment is that drunk drivers 
must be held responsible for the 


~ consequences of their actions, not 
just given a lecture and fined. 


As transportation merchants, 


dealers are in a good position to 
help in the campaign against 


drunk drivers. Dealers have ahis- _ 


tory of commitment to highway 
safety: for years, they have been 


_ providing vehicle-safety checks, 

_ promoting use of seat belts and 
furnishing driver-education — cars — 
and — materials to local high = 


, : schools. 


public service campaign for its 


new car and truck dealer mem- — 
bers. Simple and inexpensive to _ 


i implement, the campaign paid big 
~ dividends. The general public was 


ing, appear on page -) 


alerted to the hazards of drunk 


driving and, at the same time, the 


image of new car and truck dealers 
was strengthened. : 
Now, dealers across the country 


_ can also take part in this program. 


government to withhold federal 


highway safety funds from states 


Through NADA, state associa- — 
tions can order materials to mount — 


an anti-drunk driving campaign 
in their areas. Public-service radio 
tapes, billboards and bumper 
stickers warn drivers, “If you're 
not sober, pull over.’ ’ These three 
advertising mediums were 


_ selected for the campaign because 


they reach drivers while they are 
in their vehicles. (Details on a 
similar program, sponsored by the 


Highway Users Federation to help | 


communities reduce drunk driv- 


The “not sober... pull over” 


campaign is a sure- fire public rela- | 


_ tions program for dealers. It offers 
dealer associations an opportunity. 


to support an issue that has many 


_ public and political backers. It can 
- position the association and its — 


dealer members as “leaders” in a 


_ truly worthwhile cause. Dealers will 
get positive returns from their cus- 
_ tomers and from state legislatures. 
: A few years ago, the Antomobiie a 
- Trade Association of Maryland de- 
veloped an anti-drunk driving 


Already, congressional repre- 


prehensive, national plan for get- 
ting drunk drivers off the road. 
_ Legislation is being considered in 
_ Congress that would allow the 


_ that fail to crack down on drunk 


drivers. Other bills call for states 
to set a uniform blood-level intoxi- 


cation standard, sentence first of- 


fenders to mandatory service in 
shock-trauma or other medical 
units and suspend drivers’ licenses 
for up to a year. Repeat offenders 
would face stiffer sentences: ten 
days in jail, loss of license for at 
least a year and fines. 

Dealer follow-up i is essential if 
the campaign is to be a success. 
Dealers can participate by dis- 
tributing “not sober . . . pull over” 
bumper stickers to customers and 
speaking up about the campaign 
to local media and community 
groups. Most importantly, dealers 
can actively lobby their state leg- 
islators to pass anti-drunk driving 
legislation. 

The true measure > of any public- 
relations program is whether the 
results justify the expense. This 
campaign more than qualifies. It 


_ is inexpensive and requires little 


~ 


‘sentatives are urging President — 
Reagan to appoint a presidential / 
commission to develop a com- 


effort to implement. But the re- 
turns are great. At a time when 
the automotive industry is hard — 
hit by high interest rates and a 
weakened economy, dealers can 


reinforce their image as Publie- 
_ Spirited businessmen. 
_ Get behind the anti-drunk driv- 
Ing campaign and make it a na- 
tional program every dealer will 


be Pk to sponsor. 
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uel conservation mea-- 
sures. After 1981’s wave 


of state bills to repeal or 


circumvent the 55-mph speed. 


limit—with few results—only 10 
states are expected to consider 
such measures in 1982. 

Legislatures in 
Alaska, California, Louisiana, 
Mississippi, Missouri, Nebraska, 
Ohio, South Dakota and 
Washington are likely to see bills 
to weaken or halt state enforce- 
ment of the national speed limit, 
which was imposed in 1974 to con- 
serve fuel. 

Last year, 33 states debated 
measures to repeal or weaken the 
55-mph limit. Arizona, Missouri 
and North Dakota approved re- 
peal, but only if the federal gov- 
ernment eliminates the national 
limit. Nevada last year joined 
Montana and Idaho in assessing 
only a $5 “energy-wasting” fine for 
speeding between 56 and 70 mph. 

Bills to promote fuel conserva- 
tion through car and van pooling 
will be introduced this year in 
eight states. These measures are 
being examined in_ Alaska, 
California, Kansas, Missouri, 
New Jersey, New York, Ohio and 
Washington. 
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NIASE recertification. Even 
if a mechanic’s NIASE certifica- 
tion has not been valid for two or 
more years, he is still eligible to 
take the shorter and less costly re- 
certification tests rather than the 
regular tests in order to regain cer- 
tification status. 

The recertification tests will be 
held Saturday, May 15, in all of 


Alabama,” 


the 275-odd sites where regular 
certification tests are scheduled. 
The total costs for one or more of 
the recertification tests is $20, in- 
cluding a $10 registration fee. 


Deadline for registration is April 


2. For further information, contact 
the National Institute for Automo- 
tive Service Excellence, 1825 K 
St., N.W., Washington, DC 20006. 
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“Industry at the Crossroads.” 


The second U.S.-Japan automo- 
tive industry conference, “Indus- 
try at the Crossroads,” will be held 
March 16 and 17 at the University 
of Michigan. 

This year’s forum will focus on 
the future of the industry from an 
international perspective. Issues 
to be discussed include trade rela- 
tions between the United States 
and Japan, the internationaliza- 
tion of the industry and the impli- 
cations of deregulation. Partici- 
pants will have an opportunity to 
interact with specialists at a series 
of workshops on March 17. Among 
the featured speakers are Paul 
McCracken, University of Michi- 
gan economist; Douglas Fraser, 
president of the United Auto- 
mobile Workers; and Hideyo Tam- 
ura, managing director of overseas 
operations for Toyota Motor Co. 

For further information, contact 
the University of Michigan, Cen- 
ter for Japanese Studies, 108 Lane 
Hall, Ann Arbor, MI 48109, (313) 
764-1489. 
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A look at gas prices. The price 


of gasoline rose by an average of 
11.4 cents per gallon during 1981, 


reports the American Automobile 
Association (AAA). . 
Gasoline prices rose sharply in 


early 1981, partially as a result of | 
decontrol, reaching an all-time- 


high average of $1.39 in April. 


Thereafter, prices declined frac- _ 
_ tionally each month—by a total of 
3.5 cents by year’s end. The na- 


tional average price for regular 
leaded and unleaded gasoline at 
both full-service and self-service 


pumps was $1.36 in December, — 


compared with $1.24 in December 
of 1980. ; y 

These figures are based on sur- 
veys of gasoline prices and avail- 
ability at 6,000 service stations 
along major travel routes through- 
out the continental United States. 


The gradual widening in the dif- 


ference between full-service and 
self-service prices also continued 
in 1981, ranging from 6.2 cents per 


_ gallon to 9.1 cents. Diesel fuel in- 


creased by 15.4 cents during the 
year, from an average of $1.14 to 
$1.30. Gasohol sold for $1.29 at the 
beginning of the year and for $1.39 
in December—a rise of 9.7 cents. 
Lowest average gasoline prices 
were reported in Texas and Ohio; 
the highest, in Mississippi and 
Nevada. 
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Truck sales wrap-up. Retail 
truck sales by U.S. manufacturers 
for calendar year 1981 totaled 
1,972,231, down 11.6 percent from 
the 2,231,516 units sold in 1980, 
according to the Motor Vehicle 
Manufacturers Association. Truck 
sales for December, 1981, totaled 
125,603, down 20.1 percent from 
the 157,124 units sold in De- 
cember, 1980. ZE 
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FET: The “Investment Tax Penalty” 


hile ATD continues to 
try to change the point 
of collection of the ex- 


cise taxes on trucks and truck 
parts, the effort is only an interim 
measure toward the larger goal of 
total FET repeal. Because excise 
taxes are now under renewed 
scrutiny (mostly for possible in- 


“The FET tends to 
favor the retention 
of old trucks 
over the purchase 
of new ones.” 


creases), the case for repeal needs 
to be reiterated. 

In his State of the Union speech, 
President Reagan said that he will 
ask for no excise-tax increases this 
year. This decision, however, was 
made against the advice of most of 
his top staff. The issue may arise 
again, either from the White 
House or from Congress, as legis- 
lators continue their struggle to 
reduce budget deficits. 

Although truck and fuel excise 
taxes are placed in the separate 
Highway Trust Fund (HTF), these 
receipts are still counted as an 
offset to all Federal expenditures. 
The way the HTF and the Federal 
budget are now interrelated 
tempts budgeters to maximize 
highway tax receipts by minimiz- 
ing highway expenditures. Such 
action would increase the HTF 


positive balance (which is already 
$9.5 billion), and lower the Fed- 
eral deficit. 

The danger of continued or in- 
creased truck excise taxes is not 
the only reason for a renewed ef- 
fort against the taxes. The most 
important reason is simply that 
the FET on trucks is unfair. Solid, 
sensible economic arguments can 
be made for FET repeal. 

The major fault with the FET on 
trucks is it taxes capital invest- 
ment. This creates an artificial 
disincentive against the purchase 
of new trucks and equipment. Be- 
cause new trucks and equipment 
improve the overall capital stock 
of the economy, it seems very odd 
that a government with a policy in 
favor of increasing capital invest- 
ment allows such a tax to exist. 

Indeed, the FET works so di- 
rectly against the intent of the in- 
vestment tax credit that it could be 
aptly named the truck “invest- 
ment tax penalty.” This tax tends 
to favor the retention of old trucks 
over the purchase of new ones. The 
policy has contributed to the stifl- 
ing of new truck sales. 

There are other good reasons for 
repealing the FET. One is that itis 
not an efficient user charge. The 
tax is not directly related to high- 
way use or pavement damage. Asa 
result, new trucks subsidize the 
highway costs of old ones. The pre- 
payment aspect of the FET is also 
unfair, especially in times of high 
interest rates. 

A problem with the FET that is 
not often considered is that it fa- 
vors foreign manufacturers and 


trucking companies. This is par- 
ticularly a problem with Canadian 
trucks, because Canada has no 
equivalent excise tax. Even 
though the tax must be paid when 
trucks are imported, the severe en- 
forcement problem still tempts 
some purchasers to go to Canada 
to buy new trucks. The excise tax 


“The major fault 
with the FET on 
trucks is that 
it taxes capital 
investment.” 


also gives an advantage to Cana- 
dian trucking companies, which 
purchase their fleets at 10 percent 
below the cost to U.S. companies. 
FET repeal would eliminate all 
these problems. 

When all the ramifications are 
understood, the continued exis- 
tence of the FET on trucks seems 
unjustifiable. ATD and other 
members of the trucking industry 
must continue lobbying efforts to 
eliminate this tax. The point 
should be maintained that FET re- 
peal is the elimination of an in- 
equity—not a “bail-out” of the 
truck industry. 

Other, more use-related taxes 
can be implemented in order to 
offset revenue losses from FET re- 
peal. Our tax policies must make 
economic sense, as well as bring in 
revenue. -E 
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We've put it all together 


so GM Dealers can do it all. 


General Motors Acceptance Corporation practically 
invented automotive financing. When we set up shop 
over 63 years ago, car financing was almost unknown. 

Since then, thousands of GM Dealers (and millions 
of new-car buyers) have come to depend upon GMAC 
for their financing needs. As a matter of fact, we’ve 
extended more automotive credit than any other financial 
institution in the world. That makes us your most 
experienced automotive credit source. 

And we've continued to anticipate your needs by 
expanding our services in new and innovative ways. 


~~ 
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RETAIL 


Consistent, dependable source. 
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Extra income from rentals. 


« 


Ways to make it easier for you to merchandise cars and 
trucks. Ways to make it easier for your customers to buy, 
lease or rent them. 

Whatever your financing requirements — retail, 
wholesale, leasing, daily rental or a capital loan—GMAC 
is ready with plans and know-how to help make your 


dealership the trans- G MA C 


portation center in 
THE FINANCING PEOPLE 


your community. 
We’re committed to 
FROM GENERAL MOTORS 


helping GM Dealers do it all. 


Complete Dealer Financing Services 
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AUCTION 


BLOC 


QO ne of the most difficult ideas a man must 
accept is the passage of time. One day we are 
young and bursting with enthusiasm. The 
sun is bright, and there are mountains to be climbed. 
Then, another day, we realize we are on the moun- 
tain. We ask ourselves: is there something else? 

Don Rogers called late in January to advise me 
he had sold the Montpelier Auto Auction, the oldest 
such business in Ohio. The buyers are Norm Wiese 
and Lenny Reisinger. Don will stay on for a trans- 
ition period of three months. Ed Chambers and Allen 
Kimpel will remain, along with the rest of the staff. 

Don and Martha Rogers have been at Montpelier 
since 1963—almost 20 years. They have worked and 
grown together. It is never easy to sever strong ties, 
and there can be little doubt this was a difficult deci- 
sion—one reached only after long consideration. 

I am not reluctant to ask friends “why,” and I have 
long regarded Don as a friend. His reply was easily 
understandable, at least to me: he wants some time to 
“smell the flowers.” It is a sad fact that many of us 
have no contact with flowers until it is too late to 
smell them. 

What are the plans of the Rogerses? Who can say? 
Don will continue with his dealer-liquidation busi- 
ness (I told him, may his business be terrible!), and I 
have little doubt that after a few months of enjoying 
leisure life, the Rogerses will come up with some- 
thing new. 

I confess to a bit of envy. There is so much to see, so 
much to do, so many books to read and... so little 
time. Don and I are about the same age, but with our 
15-year-old son still owning us, my future is fairly 
well decided. I recently looked into tuition costs at the 
so-called better colleges . . . good grief! I recall, as do 
many of you, those periods of idleness the military 
used to arrange for us. I often consoled myself, “If I 
weren't doing this, I'd be doing something else.” It 
made no sense then, either. 

A letter arrived recently from Pete Murray con- 
cerning his problems in coming up with a “uniform” 
promotional film. I thought Roy, Larry and Bob were 
on the right track with their film, but it appears to be 
limited in application. Over the years, I have seen 
slide shows, films, and what-have-you’s which were 
offered with the thought of increasing business. I sus- 
pect most were directed at the new-car dealer. 


Just a thought: the mechanics of buying and sell- 
ing at an auction, while at first strange, should not 
constitute an obstacle. A dealer, or an employee, can 
soon learn to cope with the intricacies of buying and 
selling at the auction. The point, as Roy and company 
observed, is to motivate that dealer to come to the 
auction. 

Auction procedures do not greatly differ from the 
various methods and techniques used by individual 
dealers. We all have our own way of doing things. 
Personally, I think doubts about the quality of mer- 
chandise at auctions are what keep many new-car 
dealers away. I further suspect many new-car dealers 
feel somewhat at a disadvantage when competing 
with used-car dealers . .. men whom they feel, with 
some justification, may know the business better. 

I have a very sharp friend who will not enter into a 
deal with another sharp friend . . . a deal which, I be- 
lieve, would be mutually profitable. Why? The reluc- 
tant friend is not as experienced in the field under 
discussion and believes he would be vulnerable and 
would come out “second best.” 

But, if “second best” is still a good deal, what is 
wrong with that? It is a matter of viewpoint. Do you 
recall the old story about the track event between the 
USA and the USSR? Two runners competed, and the 
American won. The Russian news release read like 
this: the Russian runner finished second; the Ameri- 
can was next to last. 

Returning to new-car dealers and auctions: How 
many dealers do you know who have their places of 
business only minutes away from a major auction 
and yet have never set foot on the premises? I recall 
my astonishment one day when I met a dealer who 
worked only 20 minutes from a “major” auction and 
had never been to a sale . . . not even as an onlooker. 

The dealer didn’t have a bias against auctions, it 
was simply a case of no one selling him on the idea. 
The manager of the auction told me, “I’ve sent flyers 
and announcements to all those guys!” But, he had 
never taken the time to drive 20 minutes to visit in 
person. Personally, I hate to visit with a dealer in his 
office...the damned phone is forever ring- 
ing . .. but, everyone has to eat lunch. Why not get to- 
gether then? 

I hope to see many of you at the Eastern-MidWest 
Meeting. It sounds like a fine idea! FE 


Auction Block is prepared exclusively for automotive executive by James “Harry” Lawrence, editor of the NADA Official Used Car Guide. All comments or ques- 
tions pertaining to this column should be mailed to: Auction Block, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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BRASHER’S AUTO AUCTIONS 
Three full-service auto auctions. . . 
complete reconditioning & com- 
pany-owned transports. We wel- 
come dealer, fleet and lease busi- 
ness. Member NAAA and NAFA. 
Salt Lake. Sale every Wednes- 
day at 11:00 a.m. 460 Orange St. or 
P.O. Box 16025, Salt Lake City, UT 
84104. Telephone: (801) 973-8715. 
Sacramento. Sale every Tues- 
day at 11:00 a.m. 4300 West Capi- 
tol Ave., P.O. Box 405, West Sacra- 


mento, CA 95691. Telephone: 
(916) 371-4300. 
Southern California. Sale every 


Thursday at 11:00 a.m. 10700 Beech 
Ave., P.O. Box 870, Fontana, CA 
92335. Telephone: (714) 822-2261. 


Concord Auto Auction 
Hosmer St. off Rt. 2, Acton, MA 01720 
(617) 263-8300 


Friday is Concord 


Over 1,000 cars on Friday 
Guaranteed Checks and Titles 
Limo Service to and from Airport 


AMARILLO AUTO AUCTION 
Fleet and Lease Specialists for 34 
years. Selling for most major co’s. 
Call or write Friday Phillips or Dale 
Napier. Telephone: (806) 372- 
2206. 3208 E. 10th Ave., Amarillo, 
TX 79104. 


SOUTHWEST AUTO AUCTION 
Lease and fleet accounts welcome. 
Member NAAA and NAFA. 3420 
South 48th Street, Phoenix. Tele- 
phone: (602) 894-2211. 


MID STATES AUTO AUCTION 
Sale every Wednesday, 6 p.m. and 
every Friday 12:00 noon. PER- 
SONAL ATTENTION given in the 
handling of vehicles for Fleet Oper- 
ators and Leasing Firms. Location: 
25784 Western Ave., South Bend, 
IN. Telephone (219) 289-7767. 


GRAND RAPIDS AUTO 
AUCTION, INC. 
2380 Port Sheldon Rd. 

Jenison, MI 49428 
Tel: 616-669-1050 
Dave Hawkins 
V.P. Fleet and Lease 
Member NAAA, Tuesday Noon 


SOUTHERN 


AUTO AUCTION 


RT. 5, WAREHOUSE PT., CT. 
There’s an Auction Every 
Wednesday at Southern 
Larry Tribble & Bob August 

203-623-2617 


Make a Smooth Shift. 


Prices are rising—and your market is c hanging. 
More and more, customers who once would have 
insisted on brand new automobiles are opting for the 
savings and satisfaction of quality late-model used 
cars. The kind that may be scarce on your lot. 
How can you smooth this shift in market condi- 
tions? Regulate your used car inventory at a Man- 


MANHEIM AUCTIONS, P.O. BOX 4667, LANCASTER, PA 17604 
Phone (717) 569-4561 


LEADING THE INDUSTRY SINCE 1945 


heim Auction. You'll find more of those front-line 


'78's, ‘79's and ‘80's you need—at profit-boosting 
prices. You'll find plenty of buyers for your real 
performers! 


And you'll find something else equally important: 

fair and equal treatment—the Manheim way! 
Make a smooth shift—at a Manheim Auc tion. 
Send for our free brochure today, 


1 MANHEIM AUTO AUCTION, Manheim, Pa. 17545 
Sale Friday Phone 717/665-3571 

2 NATIONAL AUTO DEALERS EXCHANGE, Bordentown, N.J 08505 
Sale Wednesday Phone Bordentown 298-3400. 
Camden 52-6700—Philadelphia 215/923-1090 

3 FREDERICKSBURG AUTO AUCTION, Fredericksburg, Va. 22401 


ION, Red Oak, Ga. 30272 
Sale Thursday Phone 404/762-9211 
7 HIGH POINT AUTO AUCTION, High Point, N.C. 27261 
Sale Tuesd. Phone 919/886-7091 
8 BUTLER AUTO AUCTION, Gibsonia, Pa. 15044 
3-7211 


9 METRO MILWAUKEE AUTO AUCTION, Caledonia, Wis. 53108 
Sale Wednesday Phone Caledonia 414/835-4436 
Chicago 312/236-2623 


le 200 

11 FRESNO AUTO DEALERS AUCTION, Fresno, Calif. 93706 

Sale Thursday Phone 209/268-8051 
12 CALIFORNIA AUTO DEALERS EXCHANGE, Anaheim, Calif. 92803 

Sale Wednesday Phone 714/996-2400 

‘0 AUCTION, Walpole, Mass. 02081 

Sale Tuesday Phone Boston 617/329-4955 or 329-4956 — 

Walpole 617/668-9139 
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Get In The Lucrative Car Interior 


Cleaning Business For Only $39.95 Complete! 


BODY SHOPS: SPECIAL FREE TRIAL OFFER 


FREE $20.00 worth of natural & syn- | You can earn a minimum of $250.00 
thetic sponges and a special detail | a day up to $7500.00 per month with 
brush, if you order now. our easy way system. 


Now you can remove blood, grease, grime, road tar, lipstick, ball point pen ink or any 
other stains which were previously impossible to remove. 


Recon-King makes you this noble TRIAL OFFER . . . on our “Easy-way cleaning 
system.” You can try a 55 gallon concentrate with two special cleaning sponges 
and a special cleaning brush for only $39.95 . . . we pay postage and ship U.P.S. 


Same Day Service. 


FOR FASTEST DELIVERY CALL TOLL-FREE 800-631-5488 
IN N.J. 1-800-352-4951 


Features and Benefits: 

¢ Fastest and easiest to use. 

* Auto cloth upholstery cleaner finest in the U.S.A. Cleans carpeting 

too. 

Total cloth cleaning system. 

Cleans without soap or detergent. 

Two ounces makes one gallon. 

A super-concentrate for cleaning cloth, upholstery, velour, crushed 

velour and hob nail cloth. Cleans carpeting spotlessly. 

* Reconditions both car seats in 10 minutes, and has them dry in 15. 

¢ Iron clad money back guarantee. 

¢ A liquid is diluted when you buy it, and you dilute it again when you 
use it; that’s why it may not work up to your expectations. Ours is 
made to be used with water. It activates only when you use it, and by 
the way, no shipping costs or drum deposits! 


ORDER NOW! Please Print 


CREDIT CARD HOLDERS ORDER TOLL-FREE 800-631-5488 


IN N.J. 1-800-352-4951 


Recon-King Products Corp. 


i Sete _) Ask us about our 
Automotive Chemical Division 


Post Office Box 1066, Wilkes-Barre, PA 18703 eee hula ota Be ) 
12” diagonal 
L) Enclosed Find Check $39.95. L] Ship C.O.D. | will pay $39.95 plus shipping to carrier. 
[)- Send Jobbetinissneanon No P.O. Box — UPS cannot ship there. 
Company 
Street in tae coerce City State/Zip 
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Clean Air Act 


Debate Intensifies 


ow that the second session of the 97th Con- 

gress has begun, the battle surrounding 

the reauthorization of the Clean Air Act is 
heating up. The House Energy and Commerce Com- 
mittee intends to mark up a clean air bill in March, 
while the Senate Environment and Public Works 
Committee is continuing its consideration of a bill 
begun last session. 


A major plus for the industry is the recent endorse- 
ment by the Reagan administration of H.R. 5252, a 
bipartisan bill introduced by Rep. Thomas Luken (D- 
OH), along with Commerce Committee Chairman 
John Dingell (D-MI), ranking minority member Jim 
Broyhill (R-NC), Rep. Bob Traxler (D-MI) and Rep. 
Bud Hillis (R-IN). 


The new House bill calls for the retention of the 
1980 emissions standards of 7.0 grams per mile (gpm) 
for carbon monoxide (CO) and 2.0 gpm for oxides of 
nitrogen (NOx). NADA strongly supports H.R. 5252. 
These standards will maintain air quality and at the 
same time furnish consumers with valuable cost sav- 
ings. The increased cost of new cars and trucks in 
today’s market has combined with high interest rates 
to slow sales dramatically. Any further unnecessary 
costs that would further hinder new-car sales should 
be avoided. 


The outcome of the Clean Air Act will have a signif- 
icant impact on the price and performance of new ve- 
hicles. NADA will keep you abreast of developments 
as they occur. 

FTC resubmits Used Car Rule. On January 28, 
the Federal Trade Commission (FTC) resubmitted its 
final Used Car Rule to Congress. That same day, Rep. 


Gary Lee (R-NY) and Sen. Larry Pressler (R-SD) in- 
troduced resolutions disapproving the rule—H. Con. 
Res. 256 and S. Con. Res. 60, respectively. Under the 
legislative veto provision, Congress now has another 
90 days in which to disapprove the rule, or the rule 
automatically goes into effect. 

As you are probably aware, Sen. Bob Packwood (R- 
OR), chairman of the Senate Commerce Committee, 
and Rep. James Florio (D-NJ), chairman of the House 
subcommittee on commerce, transportation and 
tourism, are in favor of the rule. This makes our task 
somewhat more difficult, since both Packwood and 
Florio have engaged in dilatory tactics in an effort to 
block a veto of the rule. 

Dealers, therefore, must not only contact their rep- 
resentatives and urge their support for H. Con. Res. 
256 and S. Con. Res. 60, they should also ask suppor- 
ters of the veto to go to Sen. Packwood and Rep. 
Dingell, chairman of the full House Commerce Com- 
mittee, and request that prompt action be taken on 
the rule. 

This issue will be resolved one way or another dur- 
ing this Congress. We must continue to tell our story 
if we are to be successful. Pro-regulation groups that 
support the rule have stepped up their lobbying ef- 
forts. We must not let them gain the momentum. Act 
now! 

Editor’s Note: Just prior to publication, a federal 
appeals court ruled unconstitutional a 1980 House of 
Representatives veto of the Federal Energy Regula- 
tory Commission’s natural-gas pricing regulations. 
NADA is currently assessing the impact of this deci- 


sion as it applies to the FTC’s legislative veto provi- 
sion. yy 
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This column is prepared exclusively for automotive executive by the Legislative Division of 


the National Automobile Dealers Association. All comments or ques- 


tions pertaining to this column should be mailed to: On The Hill, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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An 
Interview with 


mvester’s 


International Tlarvest 
haine 


In our latest interview, representatives of At and NADA’s American Truck 
Dealers Division (ATD) talk with Pat Kaine, president of International 
Harvester’s Truck Group, about the state of the company and of the industry. 


ATD: What steps is Interna- 
tional Harvester taking to hasten 
its financial recovery? 

Kaine: The debt-restructuring 
program is in place, and now we 
have some money on hand to oper- 
ate—not a lot, but enough to keep 
plans moving. The parent corpora- 
tion has $250 million more to work 
with, and the credit corporation 
has $500 million. These funds are 
especially important for floorplan- 
ning and retail financing. 

But we're still going to have to 
cut out the frills, so to speak, and 
concentrate on the segments of our 
business that are really essential 
to us. If you’ve got plenty of money 
and plenty of time you can afford 
to take chances, but we won’t have 
either for the next couple of years. 

Throughout a product line, you 
always have some models that are 
less profitable than others. We’re 
going to deemphasize those models 
and put emphasis on the ones that 
are more profitable. That’s the 
whole gist of the program. 

It’s not that big a change from 
what we have been doing. In the 
last few years, for example, we’ve 
stopped manufacturing Scout 
four-wheel-drive vehicles, because 
they were no longer profitable 
enough to justify the cost. Too 
much capital was tied up in inven- 
tories. While we recognize that 
some of our dealers were hurt 
when we dropped the Scout, we 
deemed it a prudent move. 


Pat 


We also used to be in the pickup 
truck business, but we got out of 
that in 1974-75. So now we're 
down to our major strengths, 
which have always been medium- 
and heavy-duty trucks. 

Now when I say we're going to 
continue to “prune out” models, 
I’m talking about, for example, the 
lighter gasoline-powered trucks. 
These have been the less-profit- 
able units—for the dealer and for 
ourselves. We’re not going to do 
away with them totally, but 
maybe sometime down the road we 
will, as the diesel catches on even 
more. 

ATD: So you're streamlining 
your operations? 

Kaine: That’s right. We’ll be 
putting the emphasis where we’re 
strong—heavy trucks and mid- 
range diesels. Those are the areas 
where our dealers make the most 
money and where we make the 
most money. That’s where we'll be 
putting our major thrust. 

But all in all, the streamlining 
of International won’t affect truck 
dealers all that much. Now, in 
some of the other parts of our busi- 
ness, such as farm equipment and 
construction machinery, there is 
more major surgery to be done. 
Many of the machines we have 
been producing for these markets 
are no longer profitable. 

ATD: What do you see as the 
major problems facing the indus- 
try in the next few years? 
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Kaine: The major problem I 
think all of us face right now is the 
economy. Demand is extremely 
low. In fact, the market for 
medium and heavy trucks is the 
lowest it’s been since World War 
II 


ATD: Is that largely because of 
high interest rates? 

Kaine: Interest rates have hada 
large impact, but the problem now 
is the overall downturn in the 
economy, especially the lack of 
freight movement. 

When the automobile and build- 
ing industries are down, this coun- 
try isin serious trouble. It’s not the 
interest rates per se; in fact, 
they’ve abated somewhat. But 
high interest rates are what 
caused the economy to go off in the 
first place, so in a sense, they area 
large part of the problem. 

ATD: Is there a lot of pent-up 
demand waiting to be unleashed? 

Kaine: | think there is quite a 
bit of pent-up demand, but I think 
it’s going to be turned loose rather 


slowly because people are still cau- 
tious. They’ve seen the interest 
rates turn down only to shoot back 
up again. People are afraid inter- 
est rates are going to go right back 
up to 17, 18, 20 percent. Some 
people are even saying they’re 
going to go to 25 percent. So, the 
prudent businessman is_ say- 
ing,“Well, maybe I better be a lit- 
tle more cautious.” Even though 
he needs 100 new trucks, he may 
buy only 25 for now and try to get 
by with his old ones. 

ATD: Aren’t we seeing more 
and more older trucks on the road, 
simply because owners think they 
can’t afford to replace them at cur- 
rent interest rates? 

Kaine: That’s right. You also 
see a lot of sidelining of trucks. 
Some companies have so many 
trucks, that when one wears out, 
they just pull another one out. 
They don’t even fix the one that 
went down; they just park it and 
take another. 

We also think there is a lot of 


pent-up demand in the parts busi- 
ness. It has already started to turn 
around a little bit. And that’s gen- 
erally one of the early indicators 
that business in general might be 
picking up. 

Historically, when new-vehicle 
sales have been in a down cycle, 
parts business many times is im- 
proved. Instead of buying new 
trucks, owners fix up the old ones. 
But this time, many businesses 
had such a surplus of trucks that 
they weren’t even bothering to fix 
broken-down equipment. 

Some pockets of the trucking in- 
dustry haven’t noticed the slump. 
For example, anything related to 
energy is booming. Until just re- 
cently, you could go down to oil 
country in the southwest—places 
like Dallas, Houston and New 
Orleans—and never know there 
was a recession going on. 

And to a large degree, it’s still 
that way, although now even 
energy companies are being af- 
fected by the recession. For 


awhile, the oil business was so 
good—and I’m not talking neces- 
sarily about the marketing of oil, 
but rather drilling and explora- 
tion—that it carried other 
peripheral businesses such as con- 
struction. When you look at the 
deals, and we look at them daily, a 
large percentage of them come 
from the energy field. 

The leasing companies, in many 
cases, have also done better than 
other segments on the average. 
And government contracts have 
remained fairly strong. But if you 
take those orders out, business is 
pretty lean. 

ATD: What is IH’s overall stra- 
tegic policy for the coming years, 
and how important will the truck 
division be to the overall corpora- 
tion? 

Kaine: We have prided our- 
selves on being the leader in the 
heavy-duty segment of the market 
for many, many years. And that of 
course, has always been the most 
profitable part of our business, as 
well as the strongest part. Thus, 
any monies that we have to spend 
are going to be spent on the heavy 
segment. 

Now, the next segment down is 
the medium segment. And in the 
medium segment, we are ex- 
tremely strong in the diesel mar- 
ket. As the market continues to 
dieselize, we have a distinct ad- 
vantage with the strength of our 
product, especially with our 
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ORDER AC 
CRUISE CONTROL 
ON YOUR NEW 
A CARS. 


For years, AC Cruise Control (K-35) has been a popular @ It can be set to maintain lower, fuel-saving speeds. 
option on larger cars. Now GM dealers are ordering it @ AC Cruise Control provides the added convenience 
at a record pace on their new smaller cars—for a lot of of the “Resume Feature.” 

good reasons... @ It's easy to sell from inventory because people try 


@ Cruise Control can add profit for the dealer...andvalue —_—‘tand like it. bi 
for the customer at resale time (according to recent Blue @ AC Cruise Control is specifically engineered for the 
Book, Red Book and N.A.D.A. Used Car Guides). GM car in which it is factory-installed. 


Specify K-35 for your demos and inventory. 


AC Spark Plug Division, 
General Motors Corporation, 
1300 N. Dort Highwa 
Flint, Michigan 556 
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DT466 engine. 

But at the same time, because of 
the constraints we have, we will 
have to prune out the unprofitable 
models. This means that the 
gasoline models I mentioned ear- 
lier are going to be deemphasized. 

When you have slow-moving ve- 
hicles like those stuck in inven- 
tory for any length of time— 
whether it be dealers’ inventory or 
company inventory—you can’t 
stay in business. 

When interest rates were 4 and 
5 percent, that was something 
else. But now, when you are 
floorplanning trucks at a rate of 18 
or 20 percent, it’s impossible. 

ATD: By “deemphasize,” do you 
mean you'll phase out certain 
trucks altogether? 

Kaine: Not necessarily. Some 
models, we will phase out; others 
we'll probably distribute on the 
basis that there will be no 
floorplan terms. And what that 
means to the dealer, in essence, is 
that he can sell one at a time. 

We're not trying to be strict; 
we're just saying: “Hey, you can’t 
afford to floorplan these particular 
trucks.” If he can sell more, that’s 
fine—we’ll build them. But we 
want dealers to concentrate on the 
more profitable models. 

As you come down to the smaller 
end of the truck classes, we’re 
going to be doing some serious re- 
search. We think there will be a re- 
vival for diesel engines in the class 
3 to 5 category. But it takes a lot of 
money to be competitive in those 
classes, because you have to inven- 
tory more. 

Several years ago, that segment 
used to account for 60,000 to 
80,000 units a year. It’s dwindled 
now to fewer than 10,000 units, 
but we think it’s going to pick up 
again. As diesel engines are de- 
veloped that are capable of 12 to 15 
miles per gallon, as opposed to 7 or 
8 mpg for a comparable gasoline 
engine, demand will build again. 

Deregulation will also affect 
this market. If a company that 
used to have a common carrier 
move its goods decides to do its 
own hauling, it’s not going to need 
a class 6 or 7 truck; it needs a class 
3, 4 or 5 truck. 

So, we’re taking a look at that— 
but on the basis that we would 
probably have someone else man- 
ufacture the truck for us, and we 
would then distribute it. We don’t 


think we have the resources to do 
the product development for a 
small diesel. It takes a real 
economy of scale to design it and 
tool it. 

We are interested in the lighter 
end of the market from the 
standpoint of our dealers, too. Our 
dealers need a more complete line 
to help them spread their over- 
head and be more profitable. 

ATD: Would you talk a bit 
about foreign competition, espe- 
cially in the medium- and heavy- 
duty markets? 

Kaine: I think you have to look 
at it in acouple of different ways. I 
think the foreign products, per se, 
are not that great a threat. 

Foreign manufacturers thought 
that they could come in here with 
class 6 trucks and just run off with 
the whole market. but they mis- 
calculated on two scores. 

First of all, they thought that 


the U.S. manufacturers were just 
absolutely ignorant of diesel. I 
don’t know how they could have 
been that wrong on their market 
research, because we’ve been in 
the mid-range diesels for many 
years. Our 466 engine is now 
about 10 years old. Caterpillar has 
been in it for 12 to 15 years mini- 
mum, and Cummins has been in it 
many, many years, too. 

Secondly, they didn’t realize 
that the cab-over configuration 
was a deteriorating market. And 
all they had were cab-overs, un- 
less you want to consider the Mer- 
cedes, which is sort of an in-be- 
tween job. 

There is another aspect of for- 
eign competition, though, that we 
all have to be concerned about in 
North America, and that is the 
sort of arrangement that Volvo 
has made with White. Volvo has 
come in and picked up White’s dis- 
tribution and manufacturing fa- 
cilities, and now it can merchan- 
dise its own trucks through White 
dealers. 

I think the Mercedes’ ventures 


are going to be even more signifi- 
cant. Mercedes, by picking up 
Freightliner, has acquired a good 
product and a good distribution or- 
ganization. What Mercedes may 
do now is take the best of its Euro- 
pean components and place them 
in a North American configura- 
tion. With the money Mercedes 
has to operate, I think it is a for- 
midable competitor. 

The matter that is of most con- 
cern to us is the fact that most of 
these foreign manufacturers are 
supported by their governments. 
In the case of Renault, it is owned 
completely by the French govern- 
ment. In the case of Volvo, the 
Swedish government provides 
strong support. 

The governments in those coun- 
tries are all concerned with the 
jobs such manufacturers create, 
and so they go out of their way to 
help them. You can’t say the 
Japanese government directly 
subsidizes the manufacturer, but 
it certainly makes doing business 
as easy as it can. The Germans do 
the same thing. 

ATD: Do you see the Japanese 
entering the truck market here in 
the next five years? 

Kaine: We know they’re work- 
ing on some new heavy models, 
and just how they’Il go about mar- 
keting them we don’t know. We 
have talked to the Japanese man- 
ufacturers and, as you know, Gen- 
eral Motors is certainly involved 
with Isuzu and Ford with Toyo 
Kogyo. So we think some things 
will happen there. 

And again, classes 3, 4 and 5 
offer quite an opportunity. We 
haven’t seen any indications of it 
yet, but the Japanese could be 
planning to come from that end. 
Just how it will come about I don’t 
know, but I can almost assure you 
that the Japanese will be here 
some way. 

Of course, they already are in 
Canada, but they haven’t done 
very well. I wouldn’t write them 
off, however, because they don’t 
give up easily. 

ATD: What sort of joint ven- 
tures is International Harvester 
involved in with foreign manufac- 
turers? 

Kaine: I personally have visited 
with almost every truck manufac- 
turer in the world. You may or 
may not know that we own 37.5 
percent of Daf trucks in Holland. 


AUTOMOTIVE EXECUTIVE, MARCH, 1982 13 


Pat Kaine converses with Bernie Uhl, ATD/IH line representative and owner of Uhl Truck 
Sales in Palmyra, IN, and Louisville, KY. 


We bought Seddon/Atkinson, a 
company in Great Britain, in 
1974, which makes us the second 
largest manufacturer of heavy 
trucks in that country. When we 
bought Seddon/Atkinson, we ac- 
quired Atkinson in Australia as 
well. We also have a venture in 
Spain with Enasa, and we make 
trucks there under the trade name 
of Pegaso. We own 35 percent of 
that operation. 

We also supply Dina, the largest 
truck manufacturer in Mexico. 
We've just signed a 10-year license 
agreement with that company, 
and it will be making more of our 
models. We’ve got quite a few pro- 
jects like that around the world. 

ATD: What will be the future 
IH policy toward franchising? 
Would you comment on the ratio of 
factory stores to franchise stores? 

Kaine: I guess I really need to go 
back several years. About 10 years 
ago, we had probably 250 com- 
pany-owned stores in North Amer- 
ica. We’re down to about 70 now. 

And it was about 10 years ago 
that we really decided that we 
would be better off in many cases, 
if not all, to have an independent 
businessman in those locations. 
When you operate a company- 
owned branch, you often do things 
that aren’t necessarily good busi- 
ness. 

For example, you keep changing 
managers all the time. I was a 
branch manager in two different 
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places, and each time I was in the 
location only about two years. 

Because of the transience of the 
job, you don’t become part of the 
community like a dealer does. For 
a dealer, the store is his life blood, 
and he’s got to make it in that loca- 
tion. So he becomes a part of the 
Rotary Club and the Kiwanis 
Club, and he builds the trade that 
way. 

It’s difficult to do that in a com- 
pany-owned branch. In fact, the 
company-owned stores that are 
successful are the ones where we 
have what we call “career branch 
managers’—a manager who is at 
the location to stay. If you look 
down the list of our branches and 
see the ones that are getting better 
market shares, doing better profit- 
wise, it’s always the ones where 
the guy has been there 10, 15 or 20 
years. 

So I think that’s one of the real 
reasons we're divesting our fac- 
tory-owned stores. The other mo- 
tive, of course, is that we no longer 
want to tie up all those assets in 
that end of the business. I think we 
misled ourselves for a number of 
years by contending that factory 
stores were important to us for 
training purposes. We used to run 
all our people through branches to 
get an understanding of retail 
business. 

Maybe there was a day when 
that had some merit, but I don’t 
think that we need to do that now. 


I think we can accomplish the 
same objective with other training 
methods. 

We have helped a lot of dealers 
buy our company-owned facilities. 
In many cases, the individual who 
bought the store was the branch 
manager. We put up a certain per- 
centage of the capital and then he 
buys us out. We encourage them to 
buy us out as quickly as they can— 
thereby freeing up assets for prod- 
uct development and so on. 

ATD: Is there an ideal number 
of factory-owned stores you are 
shooting for? 

Kaine: No, we haven't really set 
any definite target. We'll sell them 
all if somebody wants to buy them. 
In some markets it’s going to be 
difficult, because they’re very ex- 
pensive to operate. The larger the 
city, the more expensive it is to op- 
erate an outlet because of the cost 
of property, buildings and so on. 

I think as a practical matter, we 
will probably end up with 15 to 25 
stores. There will always be cases 
where a dealership fails, and we'll 
go back in and open it as a branch 
again until we get somebody else 
to take over. We’ve done that al- 
ready in a number of places. 

ATD: What is your policy to- 
ward franchises that are, or want 
to be, dualed with other truck 
makes? 

Kaine: Naturally, we would 
like to see our dealers concentrate 
on our products. I think that’s just 
normal. We recognize that in some 
cases our line is not complete 
enough, but we would rather see 
dealers get in to more allied equip- 
ment, such as body trailers or even 
the leasing end of the business, if 
they are looking for other ways to 
boost profits. We strongly encour- 
age our dealers to get into the leas- 
ing business, because if they don’t, 
they’re ultimately going to lose a 
good part of their market. 

We're going to try to furnish 
dealers with the products they 
need to be competitive, and in 
turn, we will insist that they get a 
representative share of the market. 
That’s the real relationship we’re 
looking for. 

ATD: In light of the 1980 UAW 
strike and its effect on IH, it is 
clear that labor relations are a 
vital factor in your future success. 
Please comment on the implica- 
tions of recent UAW actions and 

(Continued on page 31) 
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Dealer’s protest against 
AMC dismissed 


As 


Effective date of Truth-in- 
Lending simplification 
delayed 


New IRS ruling on excise tax 
exemption 


The U.S. Court of Appeals for the Fourth Circuit has affirmed the 
district court’s decision in a suit brought by a dealer against Amercan 
Motors for alleged violations of North Carolina dealership law (Sandhill 
Motors, Inc. v. American Motors Sales Corp., No. 81-1350, CA 4, 
December 22, 1981). 

Sandhill Motors filed a federal suit when American Motors began 
selling vehicles directly to the North Carolina Motor Speedway, which is 
located in the same market area. AMC also appointed a new dealership 
in a nearby county. According to North Carolina state law, a 
manufacturer cannot open an additional franchise in an area already 
served by a dealer unless the existing dealer is informed and the state 
commissioner determines that the area can adequately support all 
dealerships. The commissioner has the authority to prevent any unfair 
methods of competition, and his decision is binding on all parties. 

The appellate court judge ruled that Sandhill’s claim that an 
additional franchise was established was without merit. Since the sales 
to North Carlina Motor Speedway did not involve any additional 
franchise, state law did not apply. 

The issue of whether or not the new franchise opened in a nearby 
county was in the same market area could not be litigated in court. That 
determination is the responsibility of the state commissioner, and it was 
therefore held that Sandhill failed to exhaust its administrative 
remedies. The court concluded that dismissal of the complaint was appro- 
priate. 


The effective date of the Truth-in-Lending Simplification and Reform 
Act has been extended to October 1, 1982—changing implementation of 
the act from 2 years to 2 2 years after its enactment. This change was 
passed by Congress on December 26, 1981 and signed into law by the 
president (Public Law 97-110). 

The Federal Reserve Board has also delayed the effective date of 
revised Regulation Z and Regulation M (a series of rules designed to 
implement the act) until October 1. 


The Internal Revenue Service has issued a ruling that exempts a 
truck-parts manufacturer selling parts at retail from excise tax (Rev. 
Rul. 82-19). This applies only if the consumer purchasing the parts 
simultaneously purchases from a dealer a light-duty truck exempt from 
excise tax under Code Section 4061 (a) (2). 

Although Section 4063 (e) of the Internal Revenue code provides that, 
in order to be exempt, the sale of the part is to be for resale on or in 
connection with the first retail sale of a light-duty truck, this was not 
meant to exclude a sale made by the manufacturer directly to the 
consumer. The consumer must, however, furnish the manufacturer with 
documentary evidence of a purchase of a light-duty truck and a written 
certification that the part purchased is for use on the truck. y: 0) 


This column is prepared by the Legal Group of the National Automobile Dealers Association. Because this column is national in scope, the discussion of cases and 
legal problems is necessarily limited and general. When specific legal questions arise, you should consult a competent attorney in your state. For further informa- 
& tion or questions concerning the items appearing in this column, write: Legal Briefs, NADA Legal Group, 8400 Westpark Dr., McLean, VA 22102. 
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Here's how 
you can 


increase 
your F&I 


income 
up to 
200%! 


Buying the right F&l computer isn’t as simple as flipping a 
coin. It's a matter of credibility. And credibility—getting 
your prospects to believe in dealer financing and 
insurance—is what makes the COIN System superior. 

The COIN instantly shows these prospects how financing 
and insuring through you puts them ahead. And it quickly 
places the facts and figures in their hands. There's no rate 
book “mumbo jumbo.” Simply put, the COIN System 
helps you close more deals. 

The COIN's combination of advantages is unrivaled: 


CRT DISPLAY: Presents computed payment comparison 
tables and graphs on a highly readable 12” screen. 
REMOTE PROGRAMMING: No more waiting for weeks 
for your independent programmer to show up. The COIN 
System puts a programmer as near as your phone. And. . . 
you won't get “nickled and dimed” for frequent program 
changes either. They're included as part of our comprehen- 
sive support program. 

EXPANSION CAPABILITY: We do more than F&I. The 
COIN can handle dealership warranties, sales follow-up, 
integrated inventory control, F&I summary reports and. . . it 
boosts profits by cutting clerical costs! 

DISKETTE SOFTWARE: “Operator friendly” programming 
that is accessed by a simple typewriter-like keyboard. 

No more searching for which key to use. Our “help” key tells 
you in plain English what you need to know, when you 

need to know it. 

SPINWRITER PRINTER: Processes printed comparisons 
and forms at up to 400 words per minute. 


PLUS—COIN's total system support eliminates worry 
about maintenance and repairs. This exclusive service keeps 
the COIN System current and trouble-free. And it's made 
COIN the fastest-growing F&I computer company in 
America. 

Why gamble? For generating greater F&| income, and 
cutting costs across the board, buying a COIN beats flip- 
ping one! 

Before you buy ANY F&I system, ask to have a COIN System 
brought into your dealership for a first-hand look. 


For a demo, call our toll free number: 
800-241-2646 
In Georgia, call collect: 404/447-6103 


COIN 
Financial 
Systems 


Atlanta, GA Denver, CO New Orleans, LA 
Chicago, IL East Petersburg, PA Orlando, FL 
Columbus, OH Houston, TX San Francisco, CA 
Dallas, TX 


Nationwide sales opportunities available 


What's happening with 
ATD in New Orleans? A 
better question might be: 
“What’s not happening? \yom 
Workshops, make meet- i 
ings, business sessions | 
and a huge trade exhibition 
combine to make TRX-’82 
the industry's premier } 
event. 


t's almost that 
| time again: time 

for the nation’s § 
truck dealers to gather 
for the industry’s most 
important annual con- 
ference. 

From Saturday, 
April 3 to Tuesday, 
April 6, the 19th an- 
nual convention of the 
American Truck Deal- 
ers Division of NADA, 
TRX-’82, will be in ses- 
sion at the Marriott 
Hotel in New Orleans, 
LA. On the agenda will 
be an array of thought- 
provoking workshops, 
make meetings, luncheons and 
other sessions. The convention’s 
theme is “How To In’82,” and deal- 
ers are sure to come away with 
countless ideas for improving 
business in the coming year. 

TRX-’82 activity will kick off 
with the opening of the Equipment 
Exposition on Saturday, April 3. 
More than 100 exhibitors will be 
displaying their wares in the Mar- 
riott’s Exhibit Hall. Among those 
demonstrating their products and 
services will be truck manufactur- 
ers, computer firms, insurance 
companies, parts suppliers and fi- 
nance companies. Many of these 
firms will also be holding special 
hospitality functions in conjunc- 
tion with the convention. The 
Equipment Exposition will be 
open April 3, 4 and 5. 

At 1:15 p.m. on Saturday, the 
convention officially begins. The 
opening session features Archie 
McCardell, president and chief ex- 
ecutive officer of International 
Harvester Co. McCardell will talk 
about the 1982 outlook for the 


company and for the industry. 

Later that afternoon, the first of 
three make-meeting sessions will 
take place. Organized by NADA’s 
industry-relations staff, the meet- 
ings provide a forum for solving 
manufacturer-related problems. 
Attending the sessions will be rep- 
resentatives from various truck 
manufacturers. They will answer 
questions and offer advice to deal- 
ers on coping with today’s eco- 
nomy. 

Convention workshops also be- 
gin Saturday at 3:30 p.m. Satur- 
day and Sunday workshops were 
added this year to enable dealers 
and managers to maximize their 
time in New Orleans. Seven differ- 
ent workshops are scheduled, and 
each will be held at least three 
times. All the sessions are one 
hour and 15 minutes long. 

These “how to” workshops are 
designed to show truck executives 
the ins and outs of collecting debts, 
compensating employees, control- 
ling service productivity, increas- 
ing profits in used vehicles, inter- 


viewing and hiring new 
employees, preventing 
internal theft and liv- 
ing with stress. The 
workshop faculty in- 
cludes truck dealers, 
NADA professionals 
and allied industry rep- 
resentatives. The work- 
shops are a tremendous 
source of ideas—both 
for dealers and their 
employees. 

“How to Collect 
Debts Effectively” will 
look at various effective 
ways of collecting 
debts. The featured 
speaker is Dick Lana- 
han of The Associates, a truck 
financing and leasing firm. 

Dealers interested in learning 
how the Economic Recovery Tax 
Act of 1981 has affected benefit 
planning should come to the ses- 
sion, “How to Compensate 
Through Fringe Benefits.” Paul 
West of NADA Insurance Co. will 
be on hand to talk about this and 
other compensation topics. 

“How to Control Service Produc- 
tivity and Quality” will focus on 
how to best manage service techni- 
cians. Bob Young of NADA 20 
Groups and Bob Frawley of the as- 
sociation’s marketing division will 
discuss motivation, productivity, 
scheduling and quality control, as 
they relate to the service depart- 
ment. 

Critical areas of the used-vehi- 
cle department will be covered 
during the session entitled, “How 
to Increase Profits in the Used-Ve- 
hicle Department.” Among the 
subjects to be discussed are pur- 
chasing, reconditioning, merchan- 

“How to Interview and Hire 
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New Employees” will focus on the 
applicant-interview __ procedure, 
with special emphasis on legal re- 
quirements. 

A problem that faces many deal- 
ers—embezzlement—is the sub- 
ject of another session. Ed Hall, a 
representative of Universal Un- 
derwriters, will talk about some 
dealership-embezzlement cases 
his company has handled and 
suggest some ways to prevent in- 
ternal theft. 

Finally, James Crawford of 
Loma Linda University will speak 
on “How to Live With Stress.” This 
health specialist will explain how 
stress affects the body and will 
outline some preventative meas- 
ures. 

The TRX-’82 program also 
showcases some well-known 
speakers at luncheons and other 
special sessions. Tuesday morn- 
ing’s general session features 
Ralph Lewis Jr., corporate com- 
munications coordinator for Gulf 
Oil Co., who will discuss current 
energy trends and research. And 
dealers won’t want to miss the 
non-denominational worship ser- 
vice Sunday morning, when Char- 
lie Plumb, a prisoner of war during 
the Vietnam War, tells his inspir- 
ing story of personal victory. 

But no convention is all busi- 
ness. Each day during the conven- 
tion, the Hospitality Center at the 
Marriott will be open to the ladies 


The Preservation Hall Band fills the air with sweet jazz sounds. 
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Familiar iron grillwork adds old-world charm to the French Quarter. 


for relaxing, refreshments and re- 
newing friendships. For those 
with an adventurous streak, card 
readers, astrologers and palmists 
will be on hand to read what the 
stars hold for the future. Or, have 
a caricature drawn by one of New 
Orleans’ finest artists. Other ac- 
tivities include a seminar on ap- 
praising antiques, scheduled for 
Saturday, April 3, and “Jazzer- 
cise” classes on Tuesday, April 6. 
There will also be a special lun- 
cheon for the ladies on Sunday, 
April 4, featuring Marjorie Roehl 
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of the New Orleans Times- 
Picayune. Roehl will deliver a pre- 
sentation based on her recent 
newspaper series, “People of the 
Garden District.” It’s a great way 
to get an insider’s viewpoint of the 
city. 

On Monday, April 5, from 9:30 
a.m. to 3:30 p.m., there will be a 
ladies’ tour and luncheon. The 
group will take an excursion 
through the river region of south- 
eastern Louisiana for a look at two 
antebellum plantations. The first 

(Continued on page 35) 
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Incentives for Savings 


he amount of money 
being saved by Ameri- 
cans is low by historical 


standards as well as compared to 
other industrial nations. The per- 
sonal savings rate (expressed as a 
percentage of disposable person- 
al income) in the United States 
averaged 6.9 percent from 1965 
to 1974, 5.9 percent from 1975 to 
1978, 5.4 percent from 1979 to 1980 
and 5.0 percent in 1981. In com- 
parison, the personal savings 
rates in France and Japan last 
year were 16 and 18 percent, re- 
spectively. 

In order to raise the U.S. savings 
rate, the Reagan administration 
included a number of incentives in 
the Economic Recovery Tax Act of 
1981. The administration has set a 
goal of $16 billion in additional 
savings in 1982, and $80 billion 
over the next three _ years. 
Economists estimate that the in- 
centives will raise the savings rate 
to 8.0 percent by 1983. 

The major savings incentives in 
the Economic Recovery Tax Act of 
1981 include: (1) raising the ceil- 
ing for contributions to individual 
retirement accounts (IRAs) and 
extending the IRA option to em- 
ployees covered by company pen- 
sion plans; (2) excluding from taxa- 
tion a portion of the interest 
earned on “All Savers” certifi- 
cates; and (3) cutting marginal in- 
come tax rates by 25 percent over 


three years, the maximum rate on 
capital gains from 28 to 20 percent 
and the top rate on investment in- 
come from 70 to 50 percent. 

The crucial question pertaining 
to the effect of IRAs on the savings 
rate is how much of this money 
will be new savings. Estimates of 
the amount of IRA funds that will 
come from existing savings ac- 
counts range from 50 to 80 per- 
cent. This is important, because 
such funds do not boost savings 
(or, therefore, the savings rate). 

Most analysts agree that the 
bulk of funds that will flow into 
“All Savers” certificates will also 
be shifted from existing savings 
accounts. In a recent survey, the 
Federal Reserve Bank of Atlanta 
found that 60 percent of funds de- 
posited in “All Savers” accounts 
were transferred from accounts 
within the same institution. Thus, 
“All Savers” certificates are not 
likely to boost savings, either. 

Many economists believe that 
the cut in marginal tax rates will 
be the key. A tax cut increases sav- 
ings by increasing after-tax in- 
come. Some economists argue that 
the tax cut will also increase the 
savings rate, by increasing the 
after-tax rate return to savings. 
Opinions on this issue are mixed. 

Dealers, along with other tax- 
payers, will benefit directly from 
the savings incentives. They will 
pay lower personal taxes than 


they otherwise would have. They 
will also be able to contribute more 
tax-free funds to IRAs, and earn 
some tax-free interest on “All Sav- 
ers” certificates if they so desire. 

The indirect benefits to dealers 
may be even more important. The 
savings incentives will increase 
the savings rate and, thereby, pro- 
vide more funds to each of the 
three groups of credit users: busi- 
ness, government and consumers. 
To the extent that business uses 
its share of the funds for capital 
formation, dealers will benefit 
from the higher rates of economic 
growth that result from higher 
productivity. 

Dealers will also benefit from 
the increased availability of con- 
sumer credit. The shortage of cred- 
it and subsequent high interest 
rates are two of the main reasons 
why consumers have been putting 
off auto purchases. Lower 
floorplan rates may also re- 
sult from greater credit availabil- 
ity. 

How far interest rates drop de- 
pends to a large extent on total 
credit demand. The savings incen- 
tives will undoubtedly increase 
the federal budget deficit and, 
therefore, increase government 
demand for credit. Nevertheless, it 
seems likely that the increase in 
savings will be greater than the 
addition to the deficit, resulting in 
lower interest rates. re i) 


This column is prepared exclusively for automotive executive by the Economic Analysis Department of the National Automobile Dealers Association. All com- 
ments or questions pertaining to this column should be mailed to: Economic Outlook, automotive executive magazine, 8400 Westpark Dr., McLean, VA 
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MV NRIKE by Sam E. Polson 


hings are changing. 
It seems like only yes- 
terday the term “used 
cars” was the stuff of which jokes 
were made, and a lot of gag writers 
got fat cranking out one-liners 
about them. 

The jokes weren’t all that funny, 
but people identified with them. 
Worse yet, they believed them. So 
they laughed. 

But nowadays, the public isn’t 
laughing so hard about used cars. 
Customers are showing less mirth 
and more respect where “previ- 
ously owned” vehicles are con- 
cerned. 

Dealers who long ago recognized 
the value of a well-managed used- 
car operation now find them- 
selves, relatively speaking, in 
pretty good shape despite condi- 
tions in the new-car market. 

Dealers who continue to ignore 
the potential of used cars continue 
to pay the consequences. 

One dealership that has relied 
heavily on used cars for more than 


three decades is Roberts Mo- 
tors (Ford-Chrysler-Plymouth) in 
Alton, IL. With a planning volume 
of 850 cars and trucks, this dealer- 
ship’s used car department is out- 
selling new cars by about a 2-1 
ratio. At times, the proportion has 
risen to almost 5 to 1. 

As might be expected, Roberts’ 
expertise in used cars is highly re- 
garded within auto retail circles, 
and the industry regularly seeks 
out the dealership’s executives for 
advice. Bill Roberts, president of 
the company, made his third 
NADA Convention workshop ap- 
pearance in February. He recently 
was called on to present a used-car 
seminar for Illinois Cadillac deal- 
ers. 

“We've always been strong on 
used cars,” says Sam Roberts, vice- 
president of Roberts Motors. “We 
really think of ourselves as a 
glorified used-car dealership with 
a new-car shingle. In today’s mar- 
ket, you’ve got to think that way. I 
know I would hate to have to sub- 
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tract our used-car gross from our 
1981 profit-and-loss statement be- 
cause, by far, it was the used-car 
department that saved our tail 
last year.” 

Many industry insiders predict 
this department will be even more 
important in the future. “By 1985, 
because of increased prices, most 
Americans will decide to purchase 
desirable late-model cars,” say 
Bill and Hunter Harris in their re- 
cently published Automobile An- 
swer Book. 

The used-car industry’s growing 
strength is reflected in the boom- 
ing business now being done by car 
rental firms that have turned to 
retailing in the past few years. The 
success of The Hertz Corp. serves 
as a prime example. 

Hertz first tried its hand at re- 
tailing units from its fleet in 1970, 
but confined sales to California. In 
1974, the company decided to go 
national. Within two years, it was 
selling 40,000 units a year across 
the country, and by 1981 annual 
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sales were in the neighborhood of 
80,000. 

Granted, there’s little compari- 
son between the way a Hertz used- 
car outlet works and the way a 
franchised dealer must operate. 
Most of the advantages lean heav- 
ily in favor of the rental car com- 
pany, dealers argue. Among the 
major differences pointed out are: 

@ Hertz hasa built-in supply of 
late-model cars, from subcompacts 
to large luxury units. 

e There is no negotiating on 
price. Hertz cars carry a fixed price 
based on local market values and 
corporate guidelines. 

e@ Hertz can generally afford to 
retail a used car about $300 to 
$400 lower than what a dealer 
asks for similar models in the 
same market area. 

e Hertz does not take trade-ins. 

@ Hertz does not finance, al- 
though it does have a “working ar- 
rangement” with Allstate Enter- 
prises to write loans for qualified 
buyers. 

@ The company does not deal 
in after-the-sale items such as 
credit insurance and service con- 
tracts. Hertz does, however, offer a 
“VIP Warranty” for $95 that cov- 
ers the powertrain and some other 
systems during the first year. A 
normal 12-month/12,000-mile 
limited warranty on the power- 
train is given free with each vehi- 
cle. 

@ Desired models, if available, 
may be transported in from other 
Hertz locations within a “reasona- 
ble radius” (usually about 200 
miles) at a customer’s request. 

Although many dealers feel a 
Hertz outlet.has decided advan- 
tages over their own used-car op- 
erations, the company counters by 
saying its decision to get into the 
used-car business actually bene- 
fits the industry in the long run. 

“The rent-a-car industry always 
sold off its used cars after they had 
been in service anywhere from 9 to 
15 months,” explains John Brit- 
ton, manager of public affairs for 
The Hertz Corp. “As the industry 
grew, the volume of cars involved 
naturally got bigger until finally 
the used-car wholesale industry 
was not equipped to handle it. Ob- 
viously, as the fleet grew and we 
had more cars to move, we were at 
the mercy of the used-car market. 

“In addition, when we would 
dump a bunch of cars it would de- 


“Dealers who 
long ago recognized 
the value of 
a well-managed 
used-car operation 
now find themselves 
in relatively 
good shape despite 
conditions in 
the new-car 
market.” 


press the market and give nobody 
any benefit. So it was our feeling 
we could benefit ourselves and the 
market in general by going the re- 
tail route with what we call our 
‘better’ cars. We still tend to 
wholesale cars with suspect en- 
gines, frame damage or more than 
$1,500 cumulative body damage.” 

Whether dealers find any conso- 
lation in Hertz’s rationale or not, 
the high level of used-car sales at 
Hertz’s 150 locations around the 
U.S. gives credence to the proposi- 
tion that consumers are becoming 
more receptive to the idea of pur- 
chasing something other than a 
new vehicle. The trend should be 
of paramount interest to every 
dealer who isn’t already on the 
used-car bandwagon. 

What methods and strategies 
have proven successful for dealers 
in the used-car arena? As with just 
about any profitable endeavor, 
techniques vary greatly. One deal- 
er, for instance, says he discovered 
he could increase profits by put- 
ting used units in his new-car 
showroom. 

“We took our oldest, decent used 
car,” he says, “gave it a second de- 
tail and put it in our showroom. 
We then raised the price $400 
more than what we currently had 
on the car and marked the price on 
the windshield.” 

The results of this experiment 
were gratifying to say the least. 
Not only did the old car move, says 
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the dealer, but it brought a good 
profit. By continuing this practice, 
the dealership’s wholesale account 
is now running well in the black, 
compared to $3,000 to $5,000 in 
losses it sustained in the two pre- 
vious years. 

“As far as I’m concerned, we will 
always have one used car in our 
showroom,” he says. “I predict this 
idea will save me $5,000 to 
$10,000 per year or more.” 

Unorthodox moves such as dis- 
playing used units in the show- 
room (unorthodox in this country, 
that is...dealers in Australia 
have been doing it successfully for 
years) are one way to increase 
used-car profits, but most dealers 
are finding basic approaches also 
can do the trick. One of these “ba- 
sics” is simply studying the local 
market and seeing how much 
gross you can sensibly shoot for on 
a used unit. Usually this requires 
a change of attitude. 

“It’s taken us a while to get our 
mind switched around to where 
we've been able to up our grosses 
on used cars,” admits Andy Dixon, 
general manager of Ken Dixon 
Chevrolet-Buick-Honda in Wal- 
dorf, MD. 

How did a “switch” of mind help 
increase Dixon grosses on used 
cars? “Now we just ask for them,” 
Andy Dixon says. “We used to 
have a frame of mind where we 
just knew we couldn’t make more 
than a few hundred dollars on a 
used car,” he says, “but we found 
out we could. We thought, at best, 
we were maybe missing $50 or 
$100 on a used-car deal, but we 
soon learned we were missing out 
on considerably more.” 

Sam Roberts at Roberts Motors 
also believes many auto retailers 
lose money on used cars simply be- 
cause they don’t know how much 
their vehicles will bring. 

“We ask for a certain gross,” 
says Roberts, “and we always 
have. I think it all depends on 
whether you’re oriented toward 
used cars or new cars. A lot of deal- 
ers are so new-car oriented that all 
they can think of is that $150, 
$200 or $300 gross on the new 
ones.” 

Many times, he stresses, a good 
used vehicle easily grosses more 
than a new car, especially larger 
used models, which can bring 
$800, $900 or even $1,000 profit. 

The other end of profitable used- 


“Our service begins 
before the lease 
is signed” 


Rick Blossom 
Vice President/General Manager 
Baldwin-United Leasing Company 


That’s one reason 
we designed this 
Baldwin-United 
Lease Payment 
Planner. 


The exclusive Baldwin-United Lease Payment Planner can be an important tool in moving your 
inventory. The Planner provides direct comparison, without complicated paperwork, between 
monthly payments for leasing and monthly payments for financing. You'll be able to immediately 
show your customers the savings they'll receive by leasing. 


Baldwin-United Leasing Company is a leader in the leasing industry because service is the 
foundation of our business. We guarantee 3 hour turnaround time on credit approval. We 
forward payment for the lease in 24 hours. And you free yourself of administrative expenses. 
Leasing through Baldwin-United is simple, and it’s profitable for you. 


To find out more about leasing and the Baldwin-United Lease Payment Planner, call our Toll Free 
Numbers. . .1-800-543-0369; or 1-800-582-7397 in Ohio. 


Baldwin-United Leasing Company 
Automotive Division 

1801 Gilbert Avenue 

Cincinnati, Ohio 45202 


car dealing is, of course, buying 
and trading “right.” And the only 
way a dealership can do that con- 
sistently is to have managers who 
keep abreast of their respective 
markets. This is especially true 
these days, when the market un- 
dergoes abrupt twists and turns 
without warning. 

As obvious and elementary as it 
may seem, too many auto retailers 
fail to do their homework. They 
don’t bother to study newspaper 
ads to see what various models are 
bringing in the local marketplace 
or visit area car auctions to get a 
handle on what vehicles are mov- 
ing and for how much. 


points out Sam Roberts. 

“We do such a good job of buying 
cars at the auction that it’s created 
something of a problem,” Roberts 
says with a note of pride. “Our 
used-car manager is such a good 
buyer that other buyers at the auc- 
tion watch him and try to buy any- 
thing he bids on. We’ve had to 
start sending over salesmen who 
aren’t known and letting them do 
the bidding at the direction of our 
used-car manager.” 

What makes Roberts Motors’ 
used-car manager such a terrific 
buyer? Experience, for one thing. 
Sam Roberts says the manager 
grew up in the business, and he 


“I would hate to have to 
subtract our used-car gross from 
our 1981 profit-and-loss statement 
because, by far, it was the used-car 
department that saved our tail.” 


“Auctions can be a real educa- 
tional experience,” says Andy 
Dixon. “It’s surprising how much I 
learn every time I go to one of the 
sales.” 

Dixon says he thinks it’s par- 
ticularly valuable to expose mana- 
gers who don’t have close day-to- 
day contact with the used-car de- 
partment to the auction. This 
background comes in handy when 
managers need to fill in as ap- 
praisers for trade-ins. 

“We’ve found ourselves behind 
the eight ball a number of times 
this past year because of apprais- 
ers who weren’t too familiar with 
the market,” he says. “Either they 
lose a deal because they didn’t 
know they could go another $300 
or $400 and still be safe, or else 
they went with what they consid- 
ered a safe amount and we later 
found out they were $300 or $400 
too high.” 

Embarrassing situations such 
as they can happen to anyone from 
time to time, says Dixon, but the 
past year has been especially 
tricky because of market fluctua- 
tions. 

In addition to the education they 
provide, auctions are an excellent 
source of vehicles for a dealer’s lot, 
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keeps a constant eye on the local 
market. Additionally, the Roberts 
manager always knows what he 
has in his used-car inventory and 
what holes need to be filled. 

“We have a board in the used- 
car manager’s office, and when a 
salesman gets an “up” who’s look- 
ing for a car we don’t have, the 
salesman will write that particu- 
lar car on the board and we'll begin 
looking for it,” Sam Roberts ex- 
plains. 


“Now, we may not be able to 
come up with the exact car a cus- 
tomer wants, but if he’s looking 
for, say, a Monte Carlo or some- 
thing like that, we can usually put 
him into an intermediate Buick, 
Olds or Pontiac.” 


Roberts says his dealership tries 
to keep between $200,000 and 
$250,000 of used-car inventory at 
all times. 


“I know that doesn’t sound like 
much to a large metro dealer, but 
there’s no other dealership in our 
area where a customer can always 
find 100 or so nice used cars sitting 
on the lot,” he says. “We get more 
nervous when our stock falls below 
that $200,000 level than when it’s 
over the $250,000 mark, because 


then we don’t feel we have enough 
merchandise out there to sell.” 

Keeping a large selection of 
high-quality used models on dis- 
play can mean the difference be- 
tween red and black ink for a 
franchised dealer, according to 
Roberts. 

“The money is in the used-car 
business,” Sam Roberts says. “It’s 
not in new cars, because every- 
body down the street has the same 
new cars that you have.” 

Unlike some textbook advo- 
cates, Roberts Motors does not au- 
tomatically trade used cars at the 
wholesale level if they aren’t sold 
by a certain date. Instead, the com- 
pany prefers to concentrate on the 
slow movers until they are sold. 
The dealership uses various moti- 
vational devices to encourage its 
salesmen to move such units. For 
example: When the dealership 
takes a trade-in that is earmarked 
as a retail unit, $100 is automati- 
cally added to the resale price. 
Thus, a car that usually would be 
marked for $2,000 goes on the 
books at $2,100. (The Robertses 
don’t feel an extra $100 detracts 
from a good retail car.) 

In turn, the $100 is credited 
against the oldest—in terms of 
time on the lot—used car in inven- 
tory. This money is offered as a 
bonus for the salesman who can 
sell the senior vehicle. 

“If we take five trade-ins in one 
day and they’re all retail,” ex- 
plains Sam Roberts, “that means 
I’m going to credit that oldest car 
with $500. The salesmen love it! 
They really go after those old cars. 
We had a salesman make $1,600 
the other day on a car that had 
been here eight months. It’s great 
for clearing older cars off our lot.” 

In spite of the success of such in- 
centives, Sam Roberts feels the 
company’s most important prac- 
tice is the elimination of competi- 
tion between the new- and used- 
car departments. 

“I think the biggest secret to 
keeping good, strong new- and 
used-car departments is paying 
the managers of those depart- 
ments on a combined effort instead 
of playing one against the other,” 
says Sam. “That way everyone is 
looking for one thing—total gross. 
And that’s the name of the game. 
Our guys aren’t trying to win a 
battle; they’re trying to win the 
war.” FE 
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66 he Flow of Funds 
and other Financial 


Concepts” is a good 
example of a fine book from a spe- 
cial source. Published by the Na- 
tional Association of Credit Man- 
agement (a trade association of 
folks who are uniquely qualified to 
talk about commercial finance), 
the book focuses on one of the hot- 
test areas of business finance: cash 
flow. 

The topic of cash flow is hot for 
at least two reasons. First,the use 
of “float,” or accrued expenses, is 
becoming an increasingly impor- 
tant source of funds to businesses. 
Essentially, “float” is cash on hand 
that is made available to pay an 
expense, but not actually paid out 
of the till. It’s important because, 
as the author says, “If it did not 
exist, it would have to be replaced 
by another source.” 


More and more businesses (and 
even nonprofit organizations) are 
using money in the accrued ex- 
pense column of the ledger for 
short-term investments. Although 
potentially dangerous, the tech- 
nique will probably be widely used 
so long as interest remains high on 
short-term money market funds. 


The second reason cash flow is a 
hot topic is because of the impor- 
tant role it plays in a business’s 
money management. That great 
third quarter you thought you 
were having may not be so great if 
you don’t have enough cash on 
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“Flow of Funds and Other Fi- 
nancial Concepts;” by Jerry A. 
Viscione; National Association 
of Credit Management; New 
York, NY; 1981; 138 pages; 
$15.50. 


hand to meet payroll obligations. 
Cash flow is one of many analyti- 
cal tools that are invaluable for 
evaluating business performance. 

One aspect of determining ac- 
tual flow that has resulted in con- 
fusion involves calculating depre- 
ciation expense as net income. The 
author states that the thinking be- 
hind the calculation is in error. 
Talking about depreciation as a 


source of funds is a mistake, Vis- 
cione says, and that sort of think- 
ing really refers “to the tax shield 
created by depreciation.” 

Other solid points of the book 
are an extraordinarily fine glos- 
sary of accounting terms; a well- 
written chapter on financial ac- 
counting concepts; and one of the 
best explanations of the financial 

(continued on page 38) 


Here are the current Top Ten best-selling books for business. The list is based on 
sales figures obtained from retail bookstores throughout the United States. 


1.) “Theory Z;” by William G. Ouchi; Addison-Wesley; $12.95 (1) 
A new theory on how to boost business productivity. 
2.) “The Soul of a New Machine;” by Tracy Kidder; Atlantic/Little, Brown; $13.95 


(2) 


The creation and awakening of the microcomputerized age. 
3.) “The Money Lenders;” by Anthony Sampson; Viking; $16.95 (9) 
How international banking affects each of us. 
4.) “Money Dynamics for the 1980s;” by Venita Van Caspel; Reston Publishing; 


$15.00 (3) 
A guide for money management. 


5.) “How to Become Financially Successful by Owning Your Own Business;” by Al- 
bert J. Lowry; Simon & Schuster; $14.95 * 
Small business as a growth opportunity and inflation hedge. 

6.) “Wealth and Poverty;” by George Gilder; Basic Books; $16.95 (5) 
How government can help the growth of free enterprise. 

7.) “You Can Negotiate Anything;” by Herb Cohen; Lyle Stuart; $12.95 (7) 


How to gain the competitive edge. 


8.) “What Color Is Your Parachute?” by Richard N. Bolles; Ten Speed Press; $6.95 


(6) 
How to change careers and jobs. 


9.) “Inflation Proofing Your Investments;” by Harry Browne and Terry Coxon; 


Warner; $3.95 * 


How to prevent the dilution of invested capital. 
“The Art of Japanese Management;” by Richard T. Pascale and Anthony G. 


Athos; Simon & Schuster; $11.95 (4) 


Transferring Japanese experience to American managers. 


= indicates last month’s position 


= indicates a book’s first appearance 


or ques- 


tions pertaining to this column should be mailed to: Business in Print, automotive executive magazine, 8400 Westpark Dr., McLean, 


VA 22102. 
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MONEY 


SENSE 


hen a company goes 
W public—sells shares of 
its stock in the open 
market for the first time—inves- 
tor interest is often enormous. In- 
vestors desire to get in on the 
ground floor because the rewards 
can be both rapid and sizable. 
However, investors should also 
be aware that the risks can be just 
as great. Companies making pub- 
lic offerings for the first time are 
usually not well-known, and their 
prospects are less certain than 
those of more-established corpora- 
tions. New issues also can be high- 
ly volatile—doubling or tripling in 
price shortly after the offering and 
then dropping just as dramatical- 


ly. 
Why Companies Go Public 


Although some new issues are 
offered by seasoned companies 
with long histories of profitable 
operations, more often they are of- 
fered by companies with relatively 
brief (however impressive) earn- 
ings records. These start-up opera- 
tions may lack established prod- 
ucts or managements. 

Initial offerings include stock 
sold by company founders and oth- 
er insiders for their own profit, as 
well as shares sold directly by the 
company to retire debt or finance 
growth. If the stock market is 
strong and interest rates are high, 
companies may find it easier and 
less costly to raise money with an 
equity offering than by taking out 
a loan. 

The new-issue market boomed 
in the late ’60s and early ’70s and 
then fell from favor—in part be- 
cause of over-speculation. Interest 


in new issues has revived in the 
last two years partly because more 


investors are willing to take risks 
in an attempt to earn returns 


higher than the rate of inflation. 
Many analysts and brokerage 


firm underwriters that bring out 


new issues maintain that compan- 
ies going public today are general- 
ly of better quality with more solid 
earnings outlooks than those in 


the past. However, speculating 


successfully in new issues still re- 
quires picking and choosing care- 
fully. The most important docu- 
ment to study is the preliminary 
prospectus, known as a “red her- 
ring.” 


How to Study a Prospectus 


The Securities and Exchange 
Commission requires full disclo- 
sure of all material facts—good 
and bad—about a company before 
it makes a public offering of new 
stock. Those facts are presented in 
the preliminary prospectus, which 
you can usually obtain from the 


issue’s principal underwriter or 


from your broker. 

When you examine a prelimi- 
nary prospectus, you should look 
for answers to certain questions: 

@ Who is the principal under- 
writer? The underwriter makes a 
judgment about the company be- 
fore agreeing to offer its stock to 
the public, and the quality of that 
judgment depends on the firm’s 
skill in evaluating new issues. 

@ What is the company’s earn- 
ings record in recent years, if it has 
one? 

@ What is its potential, given 
the firm’s position in the industry 
and the products and services it 
sells? 


@ What are the company’s ac- 
knowledged weak points, and 
what developments could hurt the 
company’s growth? 

@ What is the experience and 
depth of the management team? 

@ What is the financial position 
of the company, and how does the 
total market value of the offering 
compare to the cash already in- 
vested in the company? 


How to Buy New Issues 


When a brokerage firm agrees 
to underwrite a new issue, it or- 
ganizes a syndicate of other brok- 
ers to help sell it. That syndicate in 
turn usually invites other securi- 
ties dealers to participate. 

Even though your brokerage 
firm may not be involved in the 
underwriting syndicate, your 
broker may be able to get you 
shares of group stock. Once the 
stock is sold by the underwriters, 
it begins trading in the over-the- 
counter market where any broker 
can buy and sell it for customers. 

Buying new issues on the origi- 
nal offering can be difficult, espe- 
cially if it is a sought-after offer- 
ing, because only so many shares 
are available. Also, unless you are 
particularly knowledgeable about 
the company or its industry, you 
might be advised to wait until the 
stock is trading in the secondary 
market and some indication of de- 
mand surfaces. 

Before you buy any new issue, 
consult a knowledgeable broker. 
Also, it is recommended that you 
diversify your holdings over at 
least several new issues to mini- 
mize the risks these stocks often 
entail. yo) 
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This column is prepared as an automotive exclusive for AE by Bill Waters, Director of Marketing Services with Merrill Lynch, Pierce, Fenner & Smith. Reader 
comments and inquiries should be sent to: Money Sense, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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he truck race has begun. 
After two decades 
spent sitting on the 


sidelines, all three Detroit auto- 
makers have dashed into the light- 
pickup field in 1982 with new 
lineups. The new domestically 
produced trucks are the Chevrolet 
S-10, the GMC S-15, the Ford 
Ranger and the Dodge Rampage. 

“For the first time, domestic 
manufacturers will have a real 
shot at the imports’ dominance of 
the light-pickup-truck market,” 
says William Barnes, light truck 
sales manager for Ford Motor Co. 

Since its origin in the early ’60s, 
the light-pickup-truck market has 
been the exclusive domain of 
Japanese manufacturers, primar- 
ily Toyota and Datsun. Until re- 
cently, their presence in the mar- 
ketplace never seemed to be much 
of a concern for domestic manufac- 
turers, since by far the largest por- 
tion of sales year after year was 
captured by U.S.-made medium- 
and full-size pickups. Sales of 
light-duty trucks and vans 
climbed steadily throughout the 
"70s, reaching a peak of 4.1 million 
units in 1978. Soon after, the mar- 
ket changed overnight. 

In early 1979, the Iranian revo- 
lution interrupted the flow of U.S. 
oil imports. The light-duty truck 
market, along with much of the 
domestic auto market, went into a 
severe skid. Drivers, who used to 
buy conventional American-made 
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by Gary James 


The Dodge Rampage combines the styling of an auto with the utility of a truck 


pickups, vans and 4x4s because of 
their sturdiness and hauling ca- 
pacity, moved to higher-mpg com- 
pact cars and trucks when fuel 
prices began to skyrocket. 

The imports were perfectly 
positioned to capitalize on this 
shift. While total sales of light- 
duty trucks dropped to the present 
level of about 2.2 million units per 
year, annual sales of light pickups 
grew from 323,000 in 1977 to 
slightly more than 500,000 in 
1981. Japan’s share of the US. 
light-duty truck market as a 
whole also grew, from 8 percent in 
1977 to 20 percent in 1981. 

In all, Japanese automakers 
have been supplying 90 percent of 
the mini-pickups sold in this coun- 
try, with the remainder coming 
from Volkswagen of America and 
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American Motors (with its 4- 
wheel-drive specialty trucks). 
Until this year, U.S. automakers 
stayed active in the market only 
by selling Japanese-made prod- 
ucts under U.S. nameplates, such 
as the Ford Courier and the Chevy 
LUV. 

“Foreign manufacturers have 
had astranglehold on the light end 
of the pickup-truck market,” says 
M. H. Erdman, sales manager for 
Chevy trucks. “But now we’re 
competitive. Americans are ripe 
and ready for what we have to 
offer.” 

Erdman is not alone in his 
thinking. All of the automakers 
foresee major changes occurring in 
the light-duty truck market in the 
next few years. “By ’85 or ’86, light 
pickups could account for 50 per- 
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cent of light-duty sales, up from a 
current figure of about 22 per- 
cent,” says Ford’s Barnes. “What 
happens in the next few years will 
reshape the market.” 

Industry experts are predicting 
that retail sales of light-duty 
trucks will reach 3 million units in 
1982—for both the model year and 
the calendar year. Ford projects 
that by 1985, total light-duty sales 
will hit 3.6 million, with compacts 
accounting for 1.7 million units, or 
half the volume. This kind of 
growth is essential if the domes- 
tics are to profit from their new 
ventures. 

Ford and Chevy each have the 
capacity to produce 300,000 of 
their new models per year. Their 
sales projections for ’82 are some- 
what more modest—225,000 for 
the Ranger and 200,000 for the S- 
10—but that still adds up to a fig- 
ure that nearly matches total 
light-pickup sales last year. And 
those are just the sales projections 
for two companies. 

Chrysler with its entry, the 
Rampage, and Volkswagen, with 
its Rabbit-based pickup, are also 
vying for attention in a field 
crowded with imports. This year’s 
crop: models from Toyota Nissan, 
Mazda and Isuzu, as well as the 
Ford Courier, the Chevy LUV, the 
Dodge Ram 50 and the Plymouth 
Arrow. In the early ’70s, there 
were only five entries in this mar- 
ket; this year, there are a dozen. 

Who’s going to be buying all 
these trucks? The domestic auto- 
makers are counting heavily on a 
resurgence in the personal-use 
market—customers who use 
trucks primarily for commuting, 
as a second vehicle and, occasion- 
ally, for work applications. “We let 
this market dissipate over the last 
two or three years,” says Erdman 
of Chevrolet, “when oil prices 
leaped. Now, however, we have 
the products necessary to compete 
head-to-head. 

“We're hoping to attract a 
number of personal-use buyers 
back to Chevy trucks with the fuel 
economy and ride of the S-10, and 
also some people who haven’t 
owned one of our trucks before. 
And we'll reach a good portion of 
commercial users as well.” 

Says William Barnes about the 
Ranger: “It’s a heck of a truck for 
plumbers, carpenters, electricians 
and utility companies. We’ve been 


working closely with body man- 
ufacturers around the country, 
supplying them with production 
prototypes so they can design and 
build commercial-use bodies for 
the back. The Ranger will reach a 
crossover market of these types of 
users and also personal users. Per- 
sonal users may buy a truck with 
the idea that they'll use it for 
work, but that probably won’t be 
its primary function.” 

Joseph Campana, general man- 
ager of Dodge Truck Operations, 
says pent-up demand will also 
play a part in the growth of the 
light-pickup-truck market. We ex- 
pect a lot of users to trade in their 
5- and 6-year-old gas guzzlers in 
the next few years,” Campana 
says. “Many commercial users, 
who don’t really need a truck capa- 
ble of hauling a ton, will move to 
one of the smaller models.” 

Campana admits that the mar- 
ket won’t necessarily grow to ab- 
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sorb the manufacturers’ new ca- 
pacity right away. “It’s going to 
take a while for the dust to settle. 
The light-duty truck market as a 
whole is undergoing a shift, and 
there will be some movement 
away from standard-size trucks.” 

Chevrolet's Erdman agrees: 
“About 17 to 21 percent of the full- 
size market may be disrupted. But 
we don’t look for the conventional 
truck market to die altogether; 
there will always be some buyers 
who are going to want the carrying 
capacity of a larger pickup.” 

How do the new domestic mod- 
els stack up against the better- 
known light pickups of the 
Japanese? Well, for one thing, the 
domestics are slightly longer and 
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wider than the Japanese models. 
Both domestic and imported light 
pickups offer about the same 
payload capacity—from % to % 
ton. The main features that sepa- 
rate the domestics from the im- 
ports are the U.S. models’ big- 
truck construction, roomier cabs, 
smoother ride and wider choice of 
options. Fuel economy is compara- 
ble. But let’s look at each of the 
new trucks in more detail. 


The Chevy S-10 and GMC S-15 


General Motors was the first of 
the Big Three to make it out of the 
gate with its new pickups. The 
Chevy S-10 and GMC S-15 de- 
buted on November 12 of last year. 
Nearly 20,000 S-10s were sold in 
the truck’s first two months on the 
market, making it the best-selling 
new vehicle in the division’s 65 


General Motors’ S-10/S-15 is the only light pickup with an optional V-6 engine. 


years of producing trucks, accord- 
ing to Erdman. 

The S-10 and S-15 are smaller 
than Chevy’s conventional half- 
ton pickups and larger than the 
imported Chevy LUV. The long 
version of the S-10, for example, is 
about 17 inches shorter, 15 inches 
narrower and 10 inches lower than 
the GMC C-15. 

The S-10 features a 1.9-liter, 82- 
horsepower, four-cylinder engine 
with four-speed manual transmis- 
sion. The truck is rated at an esti- 
mated 28 mpg in the city and 39 
mpg on the highway. Optional on 
the S-10 is a 110-horsepower, V-6 
engine, the only 6-cylinder pow- 
erplant offered in a compact truck. 

Wheelbases on the S-10 range 
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from 108 to 118 inches, with cargo- 
bed lengths of 73 and 89 inches. 
Payloads are 1,000 and 1,500 
pounds. The heavier payload re- 
quires V-6 power, front stabilizer 
bar and special heavy-duty rear 
springs. The S-10 features inde- 
pendent front suspension bor- 
rowed from the mid-sized Malibu, 
and two-stage multi-leaf suspen- 
sion in the rear. The cab has room 
for three persons, with 53 inches of 
shoulder room, 39 inches of head 
room and 42.5 inches of leg room. 
Marketed under the _ slogan, 
“There’s never been a truck like it 
before,” the S-10 has a base retail 
price of $6,600. 

“We've launched a nationwide 
marketing campaign,” says Chev- 
rolet’s Erdman, “though we are 
putting special emphasis on the 
West Coast, because we have done 
so poorly there in the past. So far, 
the West Coast has accounted for 
23 percent of S-10 sales. The reac- 
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. Ford expects the Ranger to solidify its position as the No. 1 seller of light-duty trucks. 


tion by dealers out there is that 
St’s about time’ we came out witha 
truck this size.” 

General Motors will continue to 
offer the Chevy LUV, says 
Erdman, as long as there is de- 
mand. Right now, the LUV fills a 
need, because it is the only diesel- 
powered light pickup Chevy has 
available. Erdman says Chevrolet 
will phase out the LUV as “we get 
closer to diesel with the S-10 and 
S-15.” This year, a new 6.2-liter 
diesel engine is available in many 
of Chevrolet’s conventional-size 
pickups, Blazers and Suburbans. 


The Ford Ranger 
“It’s no accident that the Ranger 


bears a close resemblance to the F- 
100 and F-150,” says Ford’s Wil- 
liam Barnes. “After all, the F 
series is America’s best-selling 
pickup.” 

“I predict that the Ranger will 
be the best-selling light pickup by 
the end of the year,” Ford Chair- 
man Philip Caldwell told AE in a 
recent interview. “The reason | 
say that is because the Ranger is 
the best one on the market.” 

Early this month, the Ranger is 
scheduled to make its long- 
awaited public debut. Though the 
Ranger is similar in appearance to 
Ford’s full-sized F series, its ex- 
terior dimensions are closer to 
those of the imported compacts. 
The Ranger is available with two 
wheelbases (108 and 114 inches), 
two box lengths (73.7 and 89.8 in- 
ches) and two payloads (1,200 and 
1,600 pounds). EPA-estimated 
mileage ratings for the Ranger are 
26 mpg in the city and 36 mpg on 


the highway. Retail prices start at 
$6,203. 

Like most of the U:S.-built light- 
weights, the Ranger features dou- 
ble-walled box construction and a 
roomy interior. In its advertising, 
Ford touts the Ranger as being 
“built tough like the big ones,” and 
emphasizes the truck’s twin I- 
beam suspension and big-truck 
ride. Powertrains include a stan- 
dard 2.0-liter, 4-cylinder engine 
and an optional 2.3-liter, four- 
cylinder engine. In late 1982, Ford 
will be adding a 2.2-liter diesel en- 
gine from Toyo Kogyo, a 5-speed 
manual transmission and a 4- 
wheel-drive vehicle to the Ranger 
line. 

Though no sales figures are in 


on the Ranger yet, obviously, 
there are other ways to gauge the 
type of response this new truck is 
likely to receive. In October and 
November of 1981, the company 
sent out two million sales-promo- 
tion pieces on its standard-size, F- 
series trucks. Included in the 
package was a coupon telling reci- 
pients to write to Ford for informa- 
tion about the new Ranger. More 
than 50,000 people sent in the 
coupons for details. “This was an 
extraordinary response, especially 
since the readers had to pay the 
postage,” says Barnes. 

Some industry-watchers have 
said that Chevys 4-month 
headstart on the market is a real 
threat to the Ranger’s success. 
Barnes disagrees: “There’s no 
question that the S-10 has taken 
out of the market some buyers that 
we would have liked to have 
reached. But we’ll waste no time in 
making up the difference.” 

Since January 18, Ford’s Louis- 
vilie plant has been producing 75 
Rangers per hour, with two shifts 
per day. By March 1, 19,300 trucks 
will be ready for sale. The com- 
pany is depending on the Ranger 
to help solidify its hold as Ameri- 
ca’s No. 1 truck producer. “The 
Ranger is a $600-million invest- 
ment,” says Barnes. “Altogether, 
we plan to spend $2 billion on new 
truck programs between now and 
1985. We've been the leader in 
truck sales for the past five years, 
and we plan to keep it that way.” 

As for the Courier, Ford plans to 
continue to offer the captive im- 
port truck for the time being. 
“We'll let the market tell us what 
to do,” says Barnes. A diesel pow- 
erplant will be available in the 
Courier starting this fall. 


Dodge Rampage 


Chrysler’s newly reactivated 
Truck Operations Group is look- 
ing to boost the company’s share of 
the light-duty market from 8.3 to 
10 percent in 1982. To help it 
achieve this goal, Dodge has added 
a sporty new mini-pickup, the 
Rampage, to its lineup. 

“America’s newest driving 
machine,” as the Rampage is 
being promoted, is a car-truck 
hybrid. The front of the Rampage 
is decidedly car-like, with front 
fenders, doors, hood and suspen- 

(Continued on page 36) 


AUTOMOTIVE EXECUTIVE, MARCH, 1982 29 


ew-car salesmen are 
faced with a unique 
challenge: at the same 


time you are trying to sell your 
customer a product, your customer 
is trying to sell you one as well. 
He’s trying to sell his trade-in— 
the pride and joy he can barely 
stand to part with. He usually des- 
cribes the vehicle so glowingly one 
would think it just rolled off the as- 
sembly line. 

You know better. In all my years 
of selling cars, I rarely met a pros- 
pect who didn’t think his trade-in 
was out of this world. 

You no doubt have seen trade- 
ins that are prime candidates for 
the No. 1 display spot: cars that 
need only a wash, a polish and a 
vacuuming. On the other hand, I’m 
sure you've also seen more than 
your share of trades that turn out 
to be dogs: cars that can’t pay their 
rent after 30 days on the lot and ul- 
timately have to be wholesaled. 

Regardless of the condition of 
the trade-in, prospects usually 
have one standard reply when 
they hear your allowance: “You're 
out of your mind. My car’s worth 
more than that!” 

Then comes the challenge. 
You've got to justify your apprais- 
al and sell the customer on its val- 
idity. Explain to the customer how 
the value of a used car relates to 
market demand. You know from 
experience that if your dealership 
has six similar full-size, 8-cylinder 
vehicles on the lot right now, the 
used-car manager is going to be 
less than enthusiastic to take stil] 
another in trade—especially if the 
ones he already has in inventory 


This column is prepared exclusively for automotive executive by 
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aren’t moving. The same is true of 
the market as a whole. 

My rule for selling the appraisal 
is this: tell the customer the truth. 
Tell him the cash value of his car, 
and tell him the price of the new 
vehicle without his trade. Include 
any rebates the manufacturer or 
your dealership may be offering to 
spur sales. 

I very rarely, if ever, used the 
stock approach of so many new car 
salesmen, an approaches that 
buries the trade-in allowance. 
Here’s a typical example: “For 
your car, Mr. Jones, and $6,000, I 
can put you in the driver’s seat of 
this fuel-efficient four-door.” 

I never buried the figures; I 
never played the numbers game. I 
simply told the truth regardless of 
the customers’ protestations. 
When a customer came to me with 
the “book” figures for a particular 
make and model, I’d acknowledge 
the quote but point out that his car 
had visible (and sometimes not-so- 
visible) flaws. Scratches, dented 
bumpers, transmission problems, 
poor wheel alignment—all of 
these bring a trade’s cash value 
down. 

Sometimes a customer would 
show me newspaper ads for com- 
parable models. It would be my 
job, and a challenging one, to ex- 
plain that the price quoted was re- 
tail value, not cash value. 

Often a customer will suddenly 
get the idea that he should sell his 
old car on his own and not trade it 
in. After all, he thinks, if the used- 
car lot can make a profit by retail- 
ing the car at a price higher than 
its trade-in value, why can’t I do 


renee 


Joe Girard 


the same thing? 

Well, nobody says a customer 
can’t sell a car on his own, but ifmy 
dealership had a need for that used 
car, I wanted to make the trade. 
My challenge then was to sell the 
prospect off the idea of trying to 
market his old vehicle on his own, 

I'd point out that the car would 
have to be advertised, perhaps 
over a period of time, which can be 
costly. And I'd point out that be- 
cause a private party doesn’t pro- 
vide any kind of warranty when he 
sells a car on his own, a prospec- 
tive buyer may well want to have 
it checked out by either a 
mechanic or else a very know- 
ledgeable friend. His car might not 
be worth as much as he thinks 
once a mechanic has taken a good 
look at it. 

Finally, I would point out to my 
customer that the odds were very 
high he’d wind up lowering his 
price simply to move the car, but 
more likely because people would 
offer him less. Why shouldn’t they, 
when they can buy a used car, from 
a dealership, that’s reconditioned 
and warranteed? 

Once my prospect sees the time 
and effort he’ll have to commit to 
sell his old car, the allowance I 
offer for his trade begins to look 
more and more attractive. 

I’ve brought everything out into 
the open, educated my prospect on 
what cash value means and dis- 
couraged him from trying to han- 
dle the sale himself. Most impor- 
tant, I haven’t played the numbers 
game. Suddenly I’ve justified the 
appraisal and can get on to the real 
job of selling the new car. E 


Joe Girard, named the World’s Greatest Salesman 12 times by the Guinness Book of World Re- 
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their impact upon the truck divi- 
sion. 

Kaine: We are asking UAW to 
reduce our labor costs 15 percent, 
for a total of $100 million in 1982. 
We gave them some specific things 
to look at, such as cost-of-living 
raises, personal holidays and va- 
cations. 

Many of the concessions we are 
asking for now we asked for two 
years ago. The timing of our strike 
was extremely unfortunate be- 
cause we had just come off the best 
year we ever had. In fact, UAW 
struck the first day of the 1980 fis- 
cal year. 

I think a lot of improvements 
could be made in work rules. There 
is a lot—and I hate to use the 
word—but a lot of featherbedding 
in our plants, and it’s required be- 
cause of classification of jobs. You 
can’t move people around if you 
have to change a schedule or some- 
thing like that. And if you ask a 
guy to do a different job, he'll say: 
“I can’t do it, I’m not classified for 
that.” Well, if they changed the 
classification, it wouldn’t cost a 
dime. But it would save us money. 

We would also like to see some 
changes in the way overtime is 
handled. If employees would be 
willing to work overtime when we 
need overtime, that would save us 
a lot of money. We wouldn’t need 
to hire so many vacation replace- 
ments. 

UAW is showing a willingness 
to make some changes, and I’m 
pleased to see Doug Fraser (UAW 
President) take the attitude he 
seems to be taking. I think they’re 
really serious about it, and they 
should be—because otherwise 
they’re just going to force them- 
selves out of jobs. 

ATD: What impact would such 
UAW concessions have on truck 
prices? 

Kaine: Anything that enables 
us to hold our costs down would 
allow us to hold the line better on 


rices. . 
ATD: Will the concessions you 
are seeking be permanent 
changes? Or are they just for the 
short term? 
Kaine: We are looking for a bit 
of both. Our main objective is to re- 
duce the $8 cost differential be- 
tween UAW workers and the rest 
of world industry. If we are to stay 


competitive, some of the changes 
must be permanent. But in my 
own opinion, the best we can hope 
for is that some of the concessions 
will be permanent and some will 
be temporary. 

ATD: How do you deal with the 
loss of a substantial number of 
managerial and technical person- 
nel? And how do you know your 
cost-cutting moves haven't hit 
vital areas? 

Kaine: It is a very difficult pro- 


“T don’t think 
the press really 
understands our 
difficulties.” 


cess, and I guess we’ve been very 
fortunate up to this point in time 
in not losing a lot of our key people. 
It’s been quite a job to try to trim 
the fat, so to speak, and save the 
real core of our people that we’ll 
need for the future. Fortunately, 
we’ve had another thing going for 
us: attrition. There is a trend in 
this country of people wanting to 
retire earlier, and we’ve had a 
large number of people in the area 
of 55 to 62 years old volunteer to 
retire. And I think that’s helped us 
trim down. 

These are good people, and some 
of them we still use on occasion for 
special assignments. In fact, we 
have eight people right now—re- 
tired engineers and manufactur- 
ing people—in Mexico on a 6- 
month job with our Dina program. 
Dina is going to start building 
some of our models down there, 
and it needs some expertise. 

So we use our retirees on many 
special projects like that. It’s en- 
abled us to keep some younger 
men with promise that we might 


have had to lay off otherwise. 

ATD: Has IH’s reorganization 
from five operating groups to three 
improved efficiency? 

Kaine: I don’t think enough 
time has passed to objectively 
evaluate the effect of the change. 
We certainly have high hopes for 
the new organizational structure. 
But it’s so new that I don’t think 
that we’ve realized all the effects. 
We're still going through the pro- 
cess of getting the departments 
and people consolidated. 

But the theory behind the 
change is sound. Back when times 
were good, for example, the truck 
division had a large group of what 
we called “facilities planning 
people.” And the farm equipment 
group had another facilities plan- 
ning team and construction equip- 
ment had another. 

Well, at that time we were 
building a lot of plants, but now 
we're planning “10 of the facilities 
we were three years ago. We’ve 
consolidated the planning func- 
tion under the auspices of our 
manufacturing group now, and 
we'll get more efficient use out of 
our resources and our employees. 

ATD: Was there a lot of duplica- 
tion of effort in the old structure? 

Kaine: Sure. Because of the vol- 
ume of business that we were 
doing. All our divisions were 
building or looking at new plants, 
changing the plants that we had 
and spending a lot of money. Now 
when you’re spending a lot less 
money, you don’t need as many 
people to do the planning. 

So now it’s all being directed 
from one corporate source—from 
the manufacturing group. And 
there have been a lot of changes 
like that in the new organization. 

ATD: What are your plans for 
capital expenditures in the coming 
years? 

Kaine: In spite of the terrible 
year that we had last year, we 
spent more than $300 million, and 
the year before that we spent 
about $370 million. So we spent al- 
most $700 million in the last two 
years on capital. 

This year, we're going to cut way 
back on our capital expenditures. 
We don’t know exactly where it’s 
going to wind up, but I can tell you 
it’s going to be less than $150 mil- 
lion—less than half of what we 
spent last year. 

And so that means that we’re 
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going to need less than half the 
people to do the planning. Those 
are the kinds of savings that I 
think we can make. 

ATD: What has been the truck 
division’s share of capital expendi- 
tures during the last three or four 
years? 

Kaine: We didn’t necessarily 
get the lion’s share, but we did get 
a large portion. A lot of money has 
been spent on new models and in- 
troductions. 

In 1977, we announced phase 
one of our heavy S series. It’s state 
of the art; in fact, it’s the latest 
thing on the road today in a con- 
ventional truck. In 1978, we intro- 
duced phase two of the S series, a 
smaller unit. That replaced our 
Lodestar truck, which has been 
around for 16 years. 

Now this past year, we an- 
nounced our new 9670 model die- 
sel, which represents about $120 
million for design and tooling. For 
the three new models, we spent 
well in excess of $200 million. 

That gives us the most up-to- 
date line in the industry. In fact, I 
think if you polled our dealers, 
they’d tell you that we’ve got the 
finest products we’ve ever had in 
our history. Most important, the 
money has all been spent; the 
product is there. So we can stand a 
couple of years of low expendi- 
tures. But we can’t fall asleep, be- 
cause we've got to keep working on 
new products for the years ahead. 

ATD: International Harvester 
seems to be improving its truck 
technology and market share, and 
yet the company is in dire finan- 
cial straits. Why? 

Kaine: There are a number of 
reasons for the situation. One is 
the sudden drop in sales. People 
just aren’t buying like they used 
to. Another problem is the high 
fixed cost of our plants. We just 
have too much plant facility, and 
we're going to have to cut back. 

Look at our Springfield, OH 
plant, for example. That plant was 
built when we were in the pickup 
truck business. It was built to pro- 
duce 500 to 600 units a day. Today, 
we're no longer in the pickup truck 
business, and we’re only building 
140 trucks a day in that plant. It’s 
one of the most beautiful truck as- 
sembly plants in the country, but 
it’s greatly underutilized. Those 
are the kinds of areas we’ve got to 
take a fresh look at to see how we 


can make our operation run more 
efficiently. 

The other thing that hurt us— 
and I know this is hard for the 
dealers to understand—was the 
large amount of money that we 
had to spend on the introduction of 
new products. The year when you 
bring a product to the market is 
your most costly year, because 
that’s when youre finalizing your 
assembly and your tooling. You’re 
also spending a lot on introductory 


“We’re confident 
that we'll bounce 
back because of 
the quality of our 
product, our people 
and our dealers.” 


programs and advertising. 

We announced the biggest prod- 
uct change in our history this past 
year: a new line of farm tractors. 
That was very costly to introduce. 
Those are some expenditures we 
won’t have to make in 1982. We 
have some new models to intro- 
duce in 1982, but they’re minor 
compared to what we did in’81. My 
guess is that about $100 million 
was spent in ’81 that we won't 
have to spend in ’82. 

It is also costly to reduce your 
work force. A lot of our people have 
been with us many years, and 
when you lay them off, you’re still 
paying them for six to eight 
months—sometimes a year. 

In Great Britain, we decided to 
close one of our manufacturing 
plants, and reduce our work force 
from 1,850 to 1,000 employees. It 
cost us about $40 million to sepa- 
rate those people. That was a 1981 
cost. It’s all over now. 

The market was way off in 
November, and yet our profit pro- 
jections were a lot better than we 
thought because we began to see 
the impact of the things we did 
five, six, seven months ago. We’re 
now beginning to feel the effects of 
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these cost reductions that we’ve 
made. 

ATD: Do you think you've got- 
ten fair treatment by the business 
press? 

Kaine: I don’t think we’ve got- 
ten totally fair treatment, and I 
don’t think the press really under- 
stands the complexity of our finan- 
cial difficulties. I don’t think re- 
porters have understood the whole 
industry as well as they should. 

ATD: Would you talk a bit 
about the government? Specific- 
ally, what do you think about 
ATD’s efforts to change the point 
of collection of the federal excise 
tax from the wholesale to the re- 
tail level? 

Kaine: We support what ATD 
wants to do, basically. We defi- 
nitely would like to see the excise 
tax removed from parts and acces- 
sories, and at the same time, I 
think it would be fair to increase 
the excise tax on fuel. 

ATD: In other words, eliminate 
the excise tax and increase the fuel 
tax? 

Kaine: Yes, because the excise 
tax is computed on the basis of 
when prices were 20 to 25 cents a 
gallon. Times have changed. 

ATD: What advice do you have 
for dealers to help them survive 
this downturn in the market? 

Kaine: Even though we don’t 
anticipate a fast recovery in the 
market, we think dealers have a 
good opportunity for improved 
business. We believe our product 
is good enough to enable them to 
get a bigger share of the market. 

I don’t believe Ford and General 
Motors are going to spend the 
money that they would normally 
spend on the truck end of the busi- 
ness because of the problems in the 
automobile market. So that gives 
us a little window, so to speak. I 
don’t think Signal Oil Company is 
going to spend the money that 
Mack would like to see, andI think 
that’s also going to give our deal- 
ers an opportunity. 

It’s also going to take a while for 
Volvo and White and Mercedes 
and Freightliner to sort out their 
distribution networks. We, on the 
other hand, know where we’re 
going, and we’ve got our distribu- 
tion in place. 

I also think there will be more 
opportunities in parts and service, 
especially for diesels. My advice to 
dealers in general is to be better 


businessmen and to pay more at- 
tention to all aspects of the busi- 
ness, because with high interest 
rates, business has changed. 

In early 1980, for example, 
when our workers were on strike, 
we shortened our floorplan terms. 
Many of our dealers were very 
upset. But we didn’t have a lot of 
trucks to sell during that time 
anyway, so it really didn’t hurt so 
bad. 

We talked to the dealers from 
this standpoint: “Look, we both 
have to change our way of doing 
business. You can’t have your 
whole lot covered with new trucks 
any more. It really wasn’t good 
business when interest rates were 
8 and 10 percent—and it damn 
sure isn’t good business when in- 
terest rates are 20 percent.” 

Well, about the time of the ATD 
Convention in Houston that 
spring, many of the dealers were 
saying, “Aha, now I see why you 
did this.” While the Ford dealer 
and the Mack dealer across the 
street were going bankrupt from 
paying $60,000 a month interest 
on their floorplans, our dealers 
were still healthy. 

Fortunately, by the time our 
strike was over, we were able to 
keep our inventories down. We 
still want dealers to have some in- 
ventories, but we don’t want them 
to have acres of it like they had in 
the past. 

The faster we can turn over the 
inventory, the better off we’re 
going to be. And yet there’s a fine 
line we’ve got to walk because 
you've got to have some inventory. 
And I think it behooves both of us 
to work hand in hand. 

There’s another point I haven’t 
touched on that I think is ex- 
tremely important, and that is the 
way we're working with our 
suppliers. It used to be that we 
would have, for example, a 30- or 
40-day stock of Cummins engines 
at Fort Wayne. As recently as a 
year ago, if you’d come to Fort 
Wayne you would have seen a 
mountain of engines sitting there 
outside. 

We had to tell them, “Look, this 
is crazy. We can’t afford this; you 
can’t afford this.” So now we work 
together more closely to coordi- 
nate the flow of supplies. I think 
we're down to less than a 20-day 


supply of engines. 
The same thing is true with 


tires. We started a program with 
Goodyear whereby tires are deli- 
vered to us daily. Goodyear now 
trucks tires in from Toledo to our 
plants every day. We cut our in- 
ventory by millions of dollars in 
tires alone. 

Well, you can see how if you can 
do that on a large number of com- 
ponents, you would cut costs tre- 
mendously. That’s the way the 
Japanese do it. The Japanese man- 
ufacturers have a tire truck back 
up to the door four times a day; the 
only tire inventory they carry is 
from that door to that line. And it’s 
not just tires; they do that with al- 
most everything that goes on their 
cars and trucks. 

So we’re making big strides in 
that area. Those are the things 
that our manufacturing group is 
really concentrating on. We re- 
duced our inventories in the last 
fiscal year about $500 million. 

ATD: Do you think President 
Reagan’s economic program, as it 
takes effect, will create an envi- 
ronment for a sharp industry up- 
turn? 

Kaine: Yes, I do, but I don’t 
think it’s going to be a fast turn- 
around. And I think that’s good, 
because a fast turnaround, in my 
opinion, would just ignite inflation 
again. A slower, more steady turn- 
around will be better in the long 
run for all of us. I hope that’s 
what’s going to happen. 

ATD: You don’t see much likeli- 
hood of a monster sales year fol- 
lowed by a couple of years of slow 
sales? 

Kaine: I hope the turnaround 
will be more stable. In our particu- 
lar case, if the market went back 
immediately to the high volume 
days of 1979, we’d have a difficult 
time handling it. So would our 
competitors, because we've all 
taken similar cost-cutting actions. 
I think that’s one of the things that 
you have to compliment our whole 
industry on: the prudent action 
that’s been taken with regard to 
inventories. 

ATD: Is International Harves- 
ter on the road back to recovery? 

Kaine: We're confident that 
we'll bounce back because of the 
quality of our product, our people 
and our dealers. We think we’re 
extremely strong in all three of 
those areas—and if this market 
will just give us a little bit of help, 
we can make it. E 
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March 


10 to 13. National Truck Equip- 
ment Association Annual Conven- 
tion, Louisiana Superdome, New 
Orleans, LA 

16 to 17. U.S.-Japan Automo- 
tive Industry Conference, Hill Au- 
ditorium and Chrysler Center, 
Ann Arbor, MI 

17 to 21. Dallas Auto Show, 
Market Hall, Dallas, TX 

24 to 26. International Trucking 
Show (West), George R. Moscone 
Convention Center, San Francis- 


co, CA 


April 


3 to 6. American Truck Dealers 
Convention, Marriott Hotel, New 
Orleans, LA 

3 to 7. Ohio Automobile Dealers 
Association Convention, Marriott 
Hotel, Hilton Head Island, SC 

3 to 9. Washington State Auto- 
mobile Dealers Association Con- 
vention, Hyatt Hotel, Orlando, FL 

20 to 24. Motor Car Dealers As- 
sociation of Southern California 
Spring Business Conference, Indi- 
an Wells, CA 

21 to 25. Orange County Inter- 
national Auto Show, Anaheim 
Convention Center, Anaheim, CA 

22 to 27. Arkansas Automobile 
Dealers Association Convention, 
Rose Hall, Montego Bay, Jamaica 


May 


2 to 4. Automobile Dealers Asso- 
ciation of Alabama Convention, 
7 agi aya Beach Hotel, Biloxi, 
M 

9 to 11. Kansas Motor Car Deal- 
ers Association Convention, Holi- 
day Inn West, Topeka, KS 

11 to 13. Southern Automotive 
Show, Market Hall, Dallas, TX 

19 to 21. International Trucking 
Show (East), Dallas Convention 
Center, Dallas, TX 
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Effective Demand 


long the Middle Atlan- 

tic, we hope that today’s 

weather is indicative of 
what we can expect for the balance 
of the month: beautiful. It is diffi- 
cult to think of conducting a used- 
car business in conditions such as 
we had in mid-to-late January. 


Those AE chatted with today are 
optimistic about used-car values. 
We spoke with some dealers as 
well as auto auction people. Not 
long ago, some had reservations 
about the effect a reduction on new- 
car prices would have on the mar- 
ket. The talks between GM and 
the UAW ceased short of agree- 
ment, however, and we may never 
know what would have happened. 
The rebates offered by GM will 
possibly generate some new-car 
business without muddying the 
water in used-car values. Who can 
say? 


Speaking about the “what ifs” of 
the terminated labor talks: we 
found differing opinions as to the 
probable effect reduced sticker 
prices would have on used-car 
prices. One large GM dealer said 
any such move would tend to lower 
used-car values, and he was ac- 
cumulating no inventory as a re- 
sult. Other dealers, by contrast, 
felt the supply of good used cars 
was already so short that the mar- 
ket could easily absorb anything 
entering the system. 


The auction operators were uni- 


formly optimistic and saw the 
market improving, barring con- 
tinuing heavy snow, regardless of 
what happens to sticker prices. 

It is to be hoped that the op- 
timists are correct. The auction 
operators are in a position to see 
what is taking place, but one must 
observe that even increased activ- 
ity in this market is often of brief 
duration. Dealers buy cars to sell 
and, in this period of costly money, 
one assumes the dealers look for a 
quick turnover. 

In the marketing of any goods or 
services we know there are “need” 
buyers and “want” buyers. I some- 
times think managers and plan- 
ners confuse the two. There is al- 
ways a pent-up supply of “want” 
buyers, and some have the finan- 
cial means to convert their wants 
into real goods. But, the real foun- 
dation has to be effective demand 
on the part of the “need” buyers, 
and I doubt anyone knows the size 
of this group. 

The administration now speaks 
of unemployment reaching 10 per- 
cent. We might ask: 10 percent of 
what figure? No one questions we 
are in a difficult position. Un- 
employed people have some defi- 
nite needs, but it is not likely they 
have the means to convert those 
needs into goods and services. 

As unemployment increases, 
the rest of us have a tendency to be 
concerned about our jobs. We cut 
back or even defer purchases. One 


suspects big-ticket items are 
somewhat easier to cut back on 
than those small things that we 
buy out of pocket. It has long been 
a practice for Americans to “fi- 
nance” big-ticket items, and even 
the least sophisticated of us 
realizes that interest costs are ac- 
tually an added cost to the article 
to be purchased. The “cost of 
money” is one thing to a consumer 
and quite another to a 
businessman or an investor. I 
know each of us knows that; some- 
times we behave, though, as if we 
don’t. 

As editor of the NADA Used 
Car Guide, I review sales data 
that comes to us from both the 
dealer body and the wholesale auc- 
tions. Quite frankly, as editor I 
also review competing used-car 
guides. In some instances, one is 
inclined to ask: are we all looking 
at the same data? 

Our sample is large, and I can 
look at it from two ways. I can see 
it as a raw cross section of the mar- 
ket or I can see it as a program- 
edited sample—a sample with the 
extremes removed. One would 
have to reach the latter conclu- 
sion. Cars which are being 
wholesaled, by and large, do not 
fall into the “clean” category. I 
suppose, given today’s market 
situation, this is what one would 
expect: why would a dealer 
wholesale a “clean” car in this 

(continued on page 38) 
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New Orleans from page 18 


stop is Oak Alley Plantation, a 
Greek-Revival mansion built in 
the 1830s. The mansion is nestled 
at the end of a quarter-mile-long 
alley of 200-year-old oak trees. 

From Oak Alley, the tour will 
proceed along the Mississippi 
River and across Sunshine Bridge 
to the Houmas House Plantation. 
This striking home, built in 1840, 
is surrounded by a formal rose gar- 
den and groves of trees. Here, tour 
members will enjoy a plantation- 
style Southern luncheon. Of spe- 
cial interest at Houmas House are 
the fine period furnishings, in- 
cluding an unusual collection of 
armoires. 


The Sights 


The Marriott Hotel, headquar- 
ters for the ATD Convention, is lo- 
cated right in the heart of New Or- 
leans’ French Quarter, overlook- 
ing the mighty Mississippi River. 
The French Quarter, or Vieux 
Carre, is a 13-square-block slice of 
the Old World bounded by the 
Mississippi River and Canal, 
Esplanade and Rampart Streets. 

The buildings that stand today 
were mainly constructed in the 
early 1800s, and reflect the ar- 
chitecture and cultural influences 
of three nations: France, Spain 
and the United States. The French 
Quarter is filled with one-story 
cottages and old, two-story brick 
homes. Extensive use is made of 
courtyards, patios and balconies. 
Best known for its clubs and res- 
taurants, the French Quarter fea- 
tures such well-known eateries as 
Antoine’s, Brennan’s and 
Galatoire’s. 

A few blocks from the river in 
the French Quarter is Jackson 
Square, one of the most beautiful 
parks in urban America. For more 
than 100 years, Jackson Square 
was the center of the city’s activ- 
ity, serving as the seat of govern- 
ment and the place where French 
and Spanish colonialists con- 
ducted their business and social 
life. 

Across the street from Jackson 

uare is St. Louis Cathedral. 
Built in 1794, when New Orleans 
was a Spanish colony, the St. Louis 
Cathedral remains one of the city’s 
most notable landmarks. 

To the left of the cathedral is the 


Cabildo, the seat of government 
for the entire Mississippi Valley 
during the latter half of the 18th 
century. The Cabildo is the place 
where the Louisiana Purchase 
was signed in 1803. To the right of 


the cathedral is the Presbytere, 
once the home of a Capuchin 
monastery. The Cabildo and the 
Presbytere form the nucleus of the 
Louisiana State Museum. Within 
the two buildings are documents 


Friday, April 2 


1:00 to 5:00 p.m. 


Early Registration 


Saturday, April 3 


8:30 a.m. to Noon. 
8:30 a.m. to 1:00 p.m. 
8:30 a.m. to 5:00 p.m. 
Noon to 1:15 p.m. 
1:15 to 3:30 p.m. 


Equipment Exposition 

Ladies’ Hospitality Center 
Registration 

Delegates’ Luncheon 

Formal Opening of the Convention 


Guest Speaker: Archie McCardell 


3:30 to 5:00 p.m. 
6:00 to 7:00 p.m. 
7:00 p.m. 


Make Meetings and Workshops 
Get-Acquainted Reception 
Manufacturer/Supplier Host Functions 


Sunday, April 4 


8:30 a.m. to 5:00 p.m. 
9:30 to 10:30 a.m. 


Registration 
Non-Denominational Worship Service 


Guest Speaker: Charlie Plumb 


10:30 a.m. to Noon. 
10:30 a.m. to Noon. 
10:30 a.m. to 5:00 p.m. 
Noon to 1:30 p.m. 
Noon to 1:30 p.m. 


Make Meetings 
Equipment Exposition 
Ladies’ Hospitality Center 
Delegates’ Luncheon 
Ladies’ Luncheon 


Guest Speaker: Majorie Roehl 


1:30 to 3:30 p.m. 
3:30 to 5:30 p.m. 
6:30 p.m. 


Equipment Exposition 
Make Meetings and Workshops 
Manufacturer/Supplier Host Functions 


Monday, April 5 


8:30 to 10:00 a.m. 
8:30 a.m. to 5:00 p.m. 
8:30 a.m. to 5:00 p.m. 
9:30 a.m. to 3:30 p.m. 
10:00 a.m. to Noon. 
Noon to 1:30 p.m. 


Workshops 

Registration 

Ladies’ Hospitality Center 
Ladies’ Tour and Luncheon 
Equipment Exposition 
Delegates’ Luncheon 


Guest Speaker: David Schmidt 


1:30 to 3:30 p.m. 
3:30 to 5:00 p.m. 
7:30 p.m. 


Equipment Exposition 
Workshops 
Associates Commercial Cocktail Reception 


Tuesday, April 6 


8:30 to 9:30 a.m. 


General Session 


Guest Speaker: Ralph Lewis Jr. 


8:30 a.m. to Noon. 

8:30 a.m. to 4:00 p.m. 
9:45 to 11:00 a.m. 

11:15 a.m. to 12:30 p.m. 
12:30 to 2:00 p.m. 


Registration 

Ladies’ Hospitality Center 
Workshops 

Workshops 

Delegates’ Luncheon 


Guest Speaker: Dick Milham 


2:15 to 3:30 p.m. 
6:30 to 7:30 p.m. 
7:30 p.m. 


Workshops 
Delegates’ Reception 
Delegates’ Dinner 
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and artifacts relating to Louisiana 
history. 

Along the riverfront in the quar- 
ter stands the French Market, a 
recently restored collection of 
cupola-topped buildings dating 
back to the early 1800s. For more 
than 160 years, residents have 
been coming to this spot to buy 
fresh fruits and vegetables. The 
area today is a blend of open-air 
stalls and arcade shops. 

Only six blocks away from the 
200-year-old buildings of the 
French Quarter lurks the 
Louisiana Superdome, one of the 
nation’s most modernistic sports 
structures. Located between the 
‘Dome and_ wnearby' Lake 
Pontchartrain is City Park, a 
1,500-acre enclave of palm trees, 
flowering plants and giant ferns. 
City Park also contains the New 
Orleans Museum of Art. 

West of Canal Street is a neigh- 
borhood with a flavor all its own: 
the Garden District. This area is 
known for its stately Southern 
mansions and spacious flowered 
grounds. Live oaks, camellias and 


palm trees help the Garden Dis- 
trict live up to its name. 


The Sounds and Smells 


Just as New Orleans the city is 
an exotic blend of cultures and cus- 
toms, so is its food. Frenchmen, 
Spaniards, Italians, Africans and 
Choctaw Indians have all left their 
contributions in the bubbling 
gumbo pot, making New Orleans 
cuisine distinctly its own. 

For quality and abundance, the 
city’s seafood is hard to top. New 
Orleans’ proximity to both fresh 
and salt water means there’s al- 
ways plenty of jumbo shrimp, 
crabs, crawfish, flounder, redfish 
and catfish available. 

New Orleans’ native food is 
Creole and Cajun—spicy dishes 
prepared with rice, okra, to- 
matoes, peppers and lots of season- 
ing. Attempts to define the differ- 
ences between the two types of 
food usually go up in smoke; but as 
a general rule, the Creoles like it 
hot and the Cajuns like it spicy. 
Filet gumbo, jambalaya, boudin 


and ouille are some of the strange- 
sounding local favorites. 

Of course, good food and good 
music go together like red beans 
and rice, and nobody cooks up 
good, honest jazz like the original 
chef—New Orleans. Music is the 
heartbeat of this city: you’ll find it 
in French Quarter clubs, posh 
downtown hotels and uptown 
hideaways. 

At night, the most activity is on 
Bourbon Street (named for the 
French royal family—anot the liq- 
uor). From sundown to sunup, the 
street is alive with music. The best 
is found at Preservation Hall, a 
bare-bones establishment that 
serves up hot jazz night after 
night. Pete Fountain may be 
heard nightly at his club in the 
Hilton Hotel, and Al Hirt performs 
regularly with his band at Basin 
Street South. 

In short, the TRX-’82 conven- 
tion, “How To In ’82,” has a lot to 
offer truck executives, in terms of 
both education and enjoyment. It’s 
an experience that comes along 
only once a year. -E 
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Small Trucks from page 29 


sion borrowed from the Omni 024/ 
Horizon TC3. The rear of the Ram- 
page, however, is that of a truck, 
with leaf-spring suspension and 
angled shock absorbers. Unlike 
the other domestics, the Rampage 
features unitized construction, 
which company officials claim 
makes the cargo box stronger. The 
Rampage’s bed can carry 1,140 
pounds. 

Other than the Volkswagen 
pickup, the Rampage is the only 
front-wheel-drive' model on the 
market. Its 2.2-liter, 84-horse- 
power engine comes with a four- 
speed manual transmission or op- 
tional automatic transaxle. The 
aerodynamic Rampage has a drag 
coefficient of .48—one of the low- 
est for a truck—and achieves an 
estimated 25 mpg in the city and 
39 on the highway. The base retail 
price is $6,698. 

“We recognize that a lot of 
buyers will never use the Ram- 
page for work,” says Campana of 
Dodge. “We think buyers will be 
interested in it for its utility and 
for its ride and durability.” 

The Rampage has only been out 
in the market for a short time 


(since January 7), but dealer and 
customer response has been excel- 
lent, says Campana. “We’re shoot- 
ing for sales of about 20,000 for the 
"82 model year and 35,000 units a 
year after that.” 

Another addition to the Dodge 
’82 lineup is the Power Ram 50, a 
4-wheel-drive version of the Mit- 
subishi-built Ram 50. The 4x4 
Power Ram 50 features a 2.6-liter 
engine and five-speed manual 
transmission, and can carry a 
payload of 1,530 pounds. 


The Imports 


Japanese automakers are 
braced for the onslaught of compe- 
tition in the marketplace. They 


_ will trying especially hard to boost 


truck sales this year, because 
trucks are exempt from the volun- 
tary restraints that have been 
placed on Japanese exports of pas- 
senger cars. 

Toyota maintained its sales 
leadership in the light-pickup 
market for the fourth straight 
year in 1981. A total of 137,529 
Toyota trucks were sold here dur- 
ing the year, a 4.4-percent in- 
crease over 1980. Says Norman 
Lean, senior vice-president of 
Toyota Motor Sales, U.S.A:: 
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“Trucks were the brightest spot for 
us in the 1981 market, and we’re 
looking for an even better year in 
1982.” 

Toyota will spend close to 10 
percent of its total media budget 
on trucks this year. Nissan is plan- 
ning to increase its advertising ex- 
penditures 25 percent, the single 
largest share it will spend on any 
individual product line. In all, 
each company will spend close to 
$10 million on truck promotion. 
Ad campaigns will stress price, 
which starts at about $6,200 for 
both makes. 

Other news on the import front: 
in January, Mazda introduced its 
B 2000 gas and diesel mini-truck 
series, a model it hopes will in- 
crease its market share here. Sub- 
aru has also made some changes in 
its open-bed BRAT, the first re- 
styling for the 4x4 vehicle since its 
introduction in 1978. And Nissan 
is currently building an assembly 
plant in Smyrna, TN, with plans to 
begin building mini-pickups here 
in 1984. 

So the race is on. Each of the 
manufacturers—domestic and for- 
eign—is jockeying to increase 
sales, and the outcome is likely to 
reshape the light-duty truck mar- 
ket for years to come. E 


Irving Biackman 


What Are The Chances You’ll Be Audited? 


n February 25, 1913, the 

U.S. Constitution was 

amended to provide, 
“The Congress shall have power to 
lay and collect taxes on income.” 
Can you believe 12 words could 
cause so much trouble? 

There are three major players in 
the tax game, each having a differ- 
ent function: Congress “lays,” IRS 
collects and you pay. Let’s talk 
about the “you” in the equation. 
You, the taxpayer, have two objec- 
tives: (1) to pay as little as possible 
and (2) to stay away from the IRS. 
These objectives conflict. You 
know it and the IRS knows 
it...and so, fellow taxpayers, 
that’s why there are tax audits. 

Soon millions of taxpayers will 
be filing their 1981 tax returns. 


Like a shotgun wedding—it will 
be done, but under duress. Each 
year, tax season brings a host of 
questions from taxpayers. Hands 
down, the most common question 
is, “Will the IRS audit my tax re- 
turns?” 

Many factors, including Lady 
Luck, bear on this question. Basi- 
cally, the higher your income is, 
the greater are your chances of be- 
ing audited. And as your deduc- 
tions rise in relation to your in- 
come, the long arm of the IRS exa- 
miner comes closer. 

The secret is out. The IRS indi- 
cated in a recent report that most 
of the returns it audits are picked 
by acomputer. The computer gives 
each return a score; the higher the 
score, the greater the chance for 


Average Deductions Claimed 


Adjusted 
Gross Income 


$ 20,000 - $ 25,000 


25,000 - 
30,000 - 
40,000 - 
50,000 - 100,000 
100,000 - ormore 


50,000 


Contributions Interest 


$ 583 
30,000 654 
40,000 795 
1,115 
1,793 
8,958 


Taxes Medical 


$ 2,589 
2.792 
3,110 
3,069 
5,131 

11,896 


$ 1,699 590 
2,053 549 
2,526 518 
3,327 514 
3,675 696 

13,409 1,223 


audit. These scores are deter- 
mined by means of a special math- 
ematical technique. Under this 
technique, numerical weights are 
assigned to items on your tax re- 
turn. The precise items and 
weights are a tightly guarded 
secret. 

No one has figured how to blow 
the computer program, but we do 
know that unwelcome points are 
scored if your deductions are out of 
line. See the accompanying box for 
the latest national figures avail- 
able based on 1979 returns. The 
figures represent average deduc- 
tions for various levels of adjusted 
gross income. 

Sorry, but the averages in no 
way represent an allowable deduc- 
tion. Even if your deductions are 
lower, in total or for any category, 
the IRS can still insist on full 
proof. 


wk 


Social Security costs rise. 
Wages are up. You can pick your 
own favorite whipping boy, infla- 
tion or otherwise. But the plain 
fact is that increased wages mean 
higher payroll taxes. You might 
call that the “injury.” 

Now, add the “insult.” The So- 
cial Security (FICA) wage base for 
1982 is $32,400—up from $29,700 
in 1981. And the old tax rate of 
6.65 percent has been pushed up to 
6.7 percent. For each employee 
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This column is prepared as an automotive exclusive for FE by Irving Blackman, certified public accountant and attorney. 


this column should be mailed to: Blackman, Kallick & Co., 180 N. LaSalle St., Chicago, IL 60601. 
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All comments or questions pertaining to 
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og GIRA® 


Services and 
Sales Aids 
from Girard 


Sales Lectures 
“What's It All About” 
(7 Sales Training Video Tapes) 
“An Experience With Joe Girard” 
(6 Audio Cassette Pkg.) 


Author of 
“How To Sell Anything To Anybody” 
“How To Sell Yourself’ 


(313) 774-9020 
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earning $32,400 or more, the extra 
cost will be $195.75 for the em- 
ployee and $195.75 for the employ- 
er. Let’s see, that’s 13.40 percent 
(6.7 plus 6.7) times $32,400, or 
$4,341.60 per employee per year. 
The top cost of $3,175.34 back in 
1980 now seems like a bargain. 
Unbelievable! 

Can anything be done to fight 
the payroll tax monster? Yes! The 
trick is to establish employee 
benefits that are exempt from 
FICA and FUTA (Federal Unem- 
ployment Tax) requirements. Sick 
pay, retirement plan contribu- 
tions, personal automobile use and 
employer-provided meals are a 
few examples of such benefits. 

Payments to such plans are not 
wages for FICA purposes, so you 
need not withhold or match FICA 
taxes. Nor are FUTA taxes due. 
The company and the employee 
save taxes. But caution is advised; 
if an employee’s pay exceeds the 
FICA wage base, the employer re- 
ceives no payroll tax benefit. 

This is a good time of the year to 
call a planning session with your 
tax adviser to update employee be- 
nefit packages. FE 


Business In Print from page 25 


impact of using “last-in, first-out” 
(LIFO) and “first-in, first-out” 
(FIFO) inventory accounting prac- 
tices I’ve ever read. Another 
strong point is the availability of 
examples to help you put together 
a “Flow of Funds” statement, if 
you're so inclined. Solutions are 
given to keep you on the right 
track. 

Some of the book’s weaknesses 
are a bit surprising, though not 
atypical of a special resource pub- 
lisher. There’s no index, which is 
somewhat disconcerting when 
you're trying to cross-reference a 
concept. Another flaw of the book 
is the inconsistency in the density 
of the type, which makes for diffi- 
cult reading. 

The bottom line is this: if you 
want considerable insight into the 
flow of funds in a company, and 
how they impact on profit, taxes 
and growth, the “Flow of Funds...” 
is an excellent source. The $15.50 
price tag may be a bit steep for the 
general reader, but business own- 
ers, investors and money mana- 
gers will find the information 
worthwhile. -E 
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Used Cars from page 34 


market? But, if this is true, from 
whence come the “clean” car val- 
ues? 

I have been involved with the 
NADA Guide since 1957, and in 
that time, I have seen some wild 
movements in the used-car mar- 
ket. Often they were of such short 
duration that one could safely, 
even intelligently, ignore them. 
But for the past several months, 
this market has been something 
else! It is a difficult to feel comfort- 
able in such a topsy-turvy environ- 
ment. 

Well, there is one saving grace 
in this business: we have no dearth 
of experts. We have them within 
the industry, and we have them 
outside the industry. In fact, I can 
think of no other industry or pro- 
fession (excepting perhaps sports) 
as “fortunate” as are we in this re- 
gard. 

Those of you who take the time 
to read this page may recall we 
have talked about the term 
“clean” as it applies to a used car. I 
requested comments from readers, 
and received so few I can’t help but 
conclude that no one read the col- 
umn. Or, maybe, those who did 
read it are as confused as I am 
about to how to best apply the 
term. Of the few letters I have re- 
ceived, the consensus is to elimi- 
nate the term “clean.” 

The most recent opinion came 
from Lynn Nelson of Nelson Auto 
Sales, Ridgeley, WV. Lynn 
suggests these terms: “Rough”— 
cannot be economically restored to 
“nearly original condition.” “Av- 
erage”—will probably require 
minor paint work, tune-up, tires, 
inspection, repairs and appear- 
ance reconditioning. May cost 
about $300 to $500 to bring the car 
up to “nearly original condition.” 
“Exceptional”—should require no 
more than $100 in appearance re- 
conditioning. It should have “good 
color” and “popular accessories.” 
In the cases of “average” and “ex- 
ceptional,” it is assumed mileage 
is average or less. 

Those who wrote agree that the 
word “clean” is misleading and 
that there are factors other than 
condition that influence the cate- 
gory into which a car must be 
placed. Two of the most important: 
color and equipment. “The right 
mileage” is always assumed. AE 


W 


The new Bondhus hex key sys- 
tem contains a compact set of 
popular wrench sizes. The sys- 
tem is available with either 
| Balldriver or Chamfered L- 

| wrenches. Tools in each indi- 
vidual size are packaged in a 
reusable plastic case, which is 
color coded for easy identifica- 
tion of standard and metric 
tools. Manufacturer: Bondhus 
Corp., Monticello, MN 55362. 


Adding to its line of battery ser- 
vice equipment, Marquette has 
introduced the Model 33-121 
battery/starter tester. A com- 
bination of heat dissipaters and 
a variable carbon pile provides 
precise drift-free readings on a 
dual range meter that meas- 
ures from 0 to 500 amps and 0 to 
16 volts. Manufacturer: Ap- 
plied Power Inc., Automotive 
Division, 11333 W. National 
Ave., Milwaukee, WI 53227. 


Information and photographs of products listed in Showcase have been provided via manufacturer's 
way implies endorsement by either NADA, the NADA Services Corp., or automotive executive ma 


AT’S NEW ON THE MARKFT 


The Ausone suspension ana- 
lyzer tests shock absorbers and 
MacPherson struts, on the car. 
Shocks are checked individually; 
testing takes less than one min- 
ute per wheel. No disassembly of 
the suspension or mechanical 
attachments to the vehicle is re- 


Top-Air Mfg. Inc. has introduced 
a portable air compressor. The 
air pressure tank, located on top 
of the compressor rather than un- 
derneath, as on conventional 
units, can be detached in seconds, 
and taken anywhere an instant 
air supply is needed. The air com- 
pressor can be used with virtu- 
ally any air-fitting or pneumatic 


quired. The M785 analyzers 
weighs only seven pounds and is 
powered by an internal battery, 
allowing a car to be tested any- 
where it is parked on a level sur- 
face. Manufacturer: Ausone 
Corp., 3512 W. Bayshore Rd., Pa- 
lo Alto, CA 94303. 


tool, for painting, cleaning en- 
gines and spraying chemicals. 
Three models are available, with 
%-, 1- and 1'%-horsepower 
motors. All models are equipped 
with a 12-gallon tank, automatic 
pressure switch, air gauge, 15- 
foot service hose and 10-foot cord. 
Manufacturer: Top-Air Mfg. Inc., 
Parkersburg, IA 50665. 


press releases. A products appearance in this column in no 
gazine. 
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Matsushita Electric Industrial 
Co. of Osaka, Japan, has de- 


veloped a microcassette audio 


system for cars. The RW-7100XZ 
system is designed to fit into the 
dashboard opening for conven- 


Star Brite Corp. has introduced a | 


tool chest specifically designed 
for pickup trucks. The Nevr-Rust 


Tool Tainer features heavy-duty 


The Gem Top has come out witha 


pickup truck shell designed for 


the new Dodge Rampage. The | 
Streamliner shell, constructed of 


rustproofed steel, fits directly 


Clackamas, OR 97015. 


tional compact cassettes or radios. 
Features include automatic re- 
verse, and a noise-reduction sys- 
tem. Distributor: Panasonic Co., 
One Panasonic Way, Secaucus, 
NJ 07094. 


over the cab of the truck. Sliding | . 
side windows allow full ventila- 
tion. Manufacturer: Gem Top 


Mfg. Inc., 8811 S.E. Herbert Ct., 
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polyethylene construction and a 
security system. Manufacturer: 
Star Brite Corp., 3650 Hacienda 
Blvd., Ft. Lauderdale, FL 33314. 


Add-A-Tow towing emnantnent 
enables an operator to use one 
truck for towing cars as well as 
carrying cargo. Add-A-Tow’s lift- 
ing capacity is limited only by 
the gross weight of the vehicle 
on which it is mounted, accord- 
ing to the manufacturer. It can 
be removed or reinstalled in a 
minute by one person. Manufac- 
turer: Concours Ltd., 1220 In- 
dustrial Hwy., Southampton, 
PA 18966. 


A strut spring compressor 


has been’ introduced by 
Owatonna Tool Co. The com- 
pressor can be applied on Mac- 


-Pherson strut suspensions of 
- most import cars and the new 


Chrysler, Ford and GM front- 
wheel-drive vehicles. With an 


adjustable upper platen, the 
compressor can be applied on 


small or large strut springs. 
Two locking gates contain the 
spring, which is evenly com- 
pressed by one forcing screw. 


- Manufacturer: Owatonna Tool 


Co., 125 Eisenhower Dr., 
Owatonna, MN 55060. 
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Monsanto fieet buyer 
discovers chemistry 


-with Tilt-Wheell 


can virtually pay for itself—returning up to $100.00 

at resale time, according to current Blue Book, Red 
Book and N.A.D.A. Used Car Guides, depending 
on the make and model. 

Today, about ninety percent of the GM cars in 
Monsanto Company's fleet are Tilt-\Wheel 
equipped—with more to come. 

GM dealers: tilt the odds in your favor. Order 
low-priced Tilt-Wheel for your fleet and 
individual customers. 


How are companies 
\ downsizing fleets and still 
; a keeping their drivers happy? 
a For Jackie MacMillan, 
2 Monsanto Companys Fleet 
Good downsize Administrator, one answer 
chemisity. js Tilt-Wheel Steering. 
Tilt-Wheel is the low-priced 
option that adds comfort to new 
smaller GM cars. It adjusts to six 
different positions to fit different SAGINAW STEERING GEAR DIVISION, 
size drivers. It swings up to help GENERAL MOTORS CORPORATION. 


make getting in and out a breeze. For added 7 2 
convenience, it can even be adjusted while driving. Tilt the odds $5) 
One more comforting touch, Tilt-Wheel Steering in your favor 
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SX-350 


NEW! 


available February, 1982, 


e More program capacity 
e More memory 
e Faster than ever 


e Advanced singleboard central 


processing unit 


e Dual circuitry for improved 
reliability 


e Decreased power consumption 
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Oakleaf’s new SX-350 is the successor to the popular 
SX-330 F&I computer, designed and built with 1982 
technology. You operate it just like the SX-330, but 
receive greatly increased performance and expanded 
Capacities. 

The SX-350 contains an internal configuration which 
can be easily upgraded to become a fully functional MP- 
16 dealership system... or can act asa satellite terminal 
to another MP-16 system. 

With the new Oakleaf SX-350, you get the best F&l 
computer you can buy—for $7,900—the beginning of 
the system that grows to meet your future requirements. 

Call Barbara Jennings, National Marketing Depart- 
ment, (800) 423-3681, or in California (213) 989-5989 
collect. She will give you the telephone number of your 


local Oakleaf representative, or at your request will have 
him call on you 
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